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BUDGET AUTONOMY FOR THE DISTRICT OF
COLUMBIA: RESTORING TRUST IN OUR
NATION’S CAPITAL

FRIDAY, JUNE 13, 2003

HOUSE OF REPRESENTATIVES,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The committee met, pursuant to notice, at 10:04 a.m., in room
2154, Rayburn House Office Building, Hon. Tom Davis (chairman
of the committee) presiding.

Present: Representatives Tom Davis of Virginia, Carter, Van
Hollen and Norton.

Staff present: Peter Sirh, staff director; Melissa Wojciak, deputy
staff director; Keith Ausbrook, chief counsel; David Marin, director
of communications; Scott Kopple, deputy director of communica-
tions; Mason Alinger, professional staff member; Teresa Austin,
chief clerk; Joshua E. Gillespie, deputy clerk; Shalley Kim, legisla-
tive assistant; Leneal Scott, computer systems manager; Rosalind
Parker, minority counsel; Earley Green, minority chief clerk; Jean
Gosa, minority assistant clerk; and Cecelia Morton, minority office
manager.

Chairman ToM DAVIS. Good morning. The committee will come
to order.

I want to welcome everyone to today’s hearing to discuss options
for expediting congressional consideration of the District of Colum-
bia’s local budget. After issuing six consecutive balanced budgets,
receiving clean, unqualified financial audits and building up a gen-
eral surplus and cash reserves of over $1 billion, I believe the time
has come for Congress to consider relaxing some of its oversight
controls over the Nation’s Capital, having been instrumental in set-
ting up those controls originally.

The District’s government has come a long way since March 1995
when this committee issued a report declaring that the District of
Columbia is insolvent, the city does not have enough cash to pay
its bills. It’s spending at a rate in fiscal year 1995 that would ex-
ceed its mandated expenditure limits by more than $600 million,
nearly 20 percent above its congressional appropriation.

Through legislation written in 1995 by me, along with Represent-
ative Eleanor Holmes Norton, called the District of Columbia Fi-
nancial Responsibility and Management Assistance Act, Congress
established a financial control board and a Chief Financial Officer
essentially to take over city operations until the District could
stand on its own. I am pleased to say that, at a time when most
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municipalities throughout the country are resorting to massive
budget cuts in order to balance their budgets, the District has man-
aged to stay its course of relative financial stability.

Now, after 6 years of governance under the financial control
board and 2 years in a fairly stable post-control board environment,
it is time for Congress to reconsider its oversight of the District.
Every year the District submits its roughly $5.8 billion budget of
locally raised funds to be approved by the U.S. Congress in con-
junction with approximately %)500 million in Federal contributions
that Congress appropriates to the District annually. While
Congress’s involvement in the District’s budget matters is the re-
sult of Congress’s responsibility to ensure the financial well-being
of our Nation’s Capital, the unfortunate reality is that the city’s
local budget can get tied up in political stalemates over congres-
sional appropriations that rarely have anything to do with the Dis-
trict’s budget. In essence, we become part of the problem some-
times, and that is what we are trying to remedy today.

Now, we have worked with the Senate side, we have worked with
some of our appropriation colleagues who have some concerns
about this legislation as we move forward, but I think we are going
to be able to bail out of here that will give you autonomy—if Con-
gress doesn’t act, will give you the protections that you need as a
city that every other city in the United States has. You have gone
through some tough times. We know the budget is still a little bit
out of whack, as they say; there are structural issues. I might add
that there are cities—our Commonwealth of Virginia has a struc-
tural issue as well that forces us to look at new strategies, and we
will be working alongside with you on that.

So, we are pleased to have you here today. I think you have
earned, the city has certainly earned, the right that other cities
have to budget autonomy particularly over its own budget, and Ms.
Norton and I are determined to move forward in a most expeditious
manner.

[The prepared statement of Chairman Tom Davis follows:]
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Good morning. I would like fo welcome everyone to today’s hearing to discuss options
for expediting congressional consideration on the District of Columbia’s local budget. After
issuing six consecutive balanced budgets, receiving clean, unqualified financial andits and
building up a general surplus and cash reserves of over a billion doltars, I believe the time has
come for Congress to consider relaxing some of its oversight controls over the Nation’s capital.

The District of Columbia government has come a long way since March of 1995, when
this Committee issued a report declaring that “the District of Columbia is insolvent: the city does
not have enough cash to pay its bills. It is spending at a rate in fiscal year 1995 that would
exceed its mandated expenditure limits by more than $600 million, nearly 20 percent above its
congressional appropriation.”

Through legislation written in 1995 by me, along with Representative Eleanor Holmes
Notton, called the District of Columbia Financial Responsibility and Management Assistance
Act, Congress established a Financial Control Board and a Chief Financial Officer essentially to
take over city operations until the District could stand on its own. I am pleased to say that, ata
time when most nunicipalities throughout the country are resorting to massive budget cuts in
order to balance their budgets, the District has managed to stay its course of relative financial
stability.

Now, after six years of governance under the Financial Control Board and two years in a
fairly stable post-Control Board environment, it is time for Congress to reconsider its oversight
of the District. Every year, the District submits its roughly $5.8 billion budget of locally raised
funds to be approved by the United States Congress in conjunction with the approximately $500
million in federal contributions that Congress appropriates to the District annually. While
Congress’s involvement in the District’s budget matters is the result of Congress’s responsibility
to ensure the financial well being of our Nation’s capital, the unfortunate reality is that the city’s
local budget can get tied up in political stalemates over congressional appropriations that rarely
have anything to do with the District’s budget.
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‘We are here today to discuss how to develop legislation that would allow the District to
submit its local budget to Congress for congressional review and consideration under an
expedited review process that would ensure that the District can begin utilizing the next fiscal
year’s funds when the fiscal year begins. I would also like to discuss with the witnesses how
they envision the expedited congressional consideration of the local budget would work. For
example, what timelines are appropriate for the submission of the local budget to the Congress?
How much say, if any, should the Congress have in the District’s budget decisions?

Unlike states, which must first liquidate all assets before turning to the federal
government for financial assistance, the federal government is directly responsible for the
financial well being of the District of Columbia. Therefore, this legislation must protect
Congress’s right to intervene with local spending decisions when necessary. Congress will
continue to have the constitutional responsibility to make sure the District does not return to the
days of fiscal crisis.

The federal govermment will still be responsible for enacting an anrual D.C.
appropriations bill to fund criminal justice and defender supervision functions, courts and tuition
assistance, so Congress will still be intimately involved in the District’s operations. In addition,
budget autonomy would be rescinded should the District trigger one of the “seven deadly sins”
that would trigger the reinstatement of a DC Financial Control Board.

Now that I have laid the general outline of the proposal that we are discussing here
today, I would like to recognize other Members of the Committee for their opening statements
and then turn to the witnesses for their comments. I welcome the witnesses to today’s hearing
and T look forward to their testimony.
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Chairman ToMm DAvIS. And I yield to my colleague from the Dis-
trict, Eleanor Holmes Norton.

Ms. NORTON. Thank you very much, Mr. Chairman. I am pleased
to welcome today’s witnesses, congratulate them on the budget
they have just finished sending to the Congress. And I thank you,
Mr. Chairman, for convening this hearing on budget autonomy for
the District of Columbia, a measure of great importance for the
city.

In 30 years of home rule, the city has made many changes and
reforms on its own and many others required by the Congress.
However, the Congress continues to use essentially the same over-
sight processes it has used since the District was created as a func-
tioning city more than 200 years ago. I cannot think of a single sig-
nificant change Congress has made in its own processes, not even
changes that would help the District improve its own management
in all that time.

The approach to budget autonomy we have outlined would be an
important first step for the Congress and for the District. The ap-
proach you and I first announced in February, Mr. Chairman,
would still not resemble the self-contained and more efficient proce-
dures used by every State and locality in our country; however, this
step would take the city a great distance toward functional budget
autonomy and away from a congressional process that adds large
dollar costs and incalculable waste and inefficiency directly trace-
able to the congressional appropriations process.

I have called this step toward fuller budget autonomy functional
budget autonomy not only because it would significantly streamline
and untangle the process, it also would eliminate the most ineffi-
cient and demeaning impediment to the local control every other
jurisdiction enjoys; namely, that the budget of a local jurisdiction,
the District of Columbia, is enacted by the Congress of the United
States just as Congress enacts the budgets of Federal agencies such
as the Interior Department and the Labor Department.

For most of my service in Congress, the enactment requirement
has usually kept the District from having a local annual budget
with which to operate and manage the city for months at a time.
The requirement of our bill that the D.C. budget always become op-
erative at the start of the fiscal year in October would have large
effects on everything from the District’s bond rating to its ability
to more efficiently manage every function of the D.C. government.

The irony is that Congress almost never changes the District’s lo-
cally raised core budget. Even at its most intrusive, Congress has
realized that when it comes to the complexities of budget decisions
for city agencies, Congress is in foreign territory. This is only one
of the reasons I think some Members of the House and Senate have
been open to the changes we propose. I appreciate the support this
approach is already receiving in the Senate.

For years, Congress has seen the D.C. budget wreck the larger
appropriation process for the country. Too often the District appro-
priation, the smallest of the 13, has been, at worst, the largest im-
pediment to the entire appropriation process and, at best, a major
cause of delay.

I am especially grateful for the way Chairman Bill Young has
worked with me to remove obstacles and often to rescue the D.C.
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budget altogether. And Speaker Dennis Hastert and former Speak-
er Newt Gingrich have become involved as a last resort when only
they could make the decision. I very much appreciate that they
have always responded when I have asked for their help. However,
the local balanced budget of a great city should not need extraor-
dinary action by House Speakers or full appropriation Chairs.

Despite a national economy that has left States and local juris-
dictions on their knees, the District has balanced its budget with-
out raising taxes and without using its cash reserve funds. Because
the Mayor and the city council have been cautious and conservative
in their management of city finances and operations, the District
has avoided the budget chaos that plagues many jurisdictions
today. Most analysts agree that the District has managed its budg-
et shortfall better than most jurisdictions, including those of our
neighbors.

After 200 years of unchanged procedures here in the Congress,
the city’s record and the bill we are considering today should be the
beginning of scrutiny and improvement of congressional processes
in aid of greater efficiency for the D.C. government. Even full city
autonomy over its local budget would not deprive the Congress of
the right to make changes by legislation. If the District’s local
budget did not come to Congress at all this very day, congressional
control would still resemble today’s processes because the Revital-
ization Act requires the Federal Government to fund courts and
prisons. Congressional control enactment of home rule after a cen-
tury of struggle was a major breakthrough. However, Congress has
made no major step toward self-government since 1973. Surely the
place to begin is with the city’s budget process, the most critical
feature for financial and operational efficiency.

Today must mark a long-awaited step toward equal citizenship
and equal treatment by the Congress. At the very least, the Dis-
trict is owed a congressional response in kind to the very substan-
tial improvements the city has made in its financial and operations
for 6 years. The way to begin is by matching the District’s greater
efficiency in managing its own finances and operations with the
same in our own processes. The way to begin is with budget auton-
omy.

Thank you very much, Mr. Chairman.

Chairman Tom Davis. Thank you very much.
| [The prepared statement of Hon. Eleanor Holmes Norton fol-
ows:]
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Thank you, Mr. Chairman for convening this hearing on budget autonomy for the
District of Columbia, a measure of great importance for the city. In 30 years of home
rule, the city has made many changes and reforms on its own and many others required
by the Congress. However, the Congress continues to use essentially the oversight
process it has used since the District was created as a functioning city more than 200
years ago. I cannot think of a single, significant change Congress has made in its own
processes, not even changes that would help the District improve its own management in
all that time. The approach to budget autonomy we have outlined would be an important
first step for the Congress and for the District.

The approach you and I first announced in February, Mr. Chairman, would still
not resemble the self-contained and more efficient procedures used by every state and
locality in our country. However, this step would take the city a great distance toward
functional budget autonomy and away from a congressional process that adds large dollar
costs and incalculable waste and inefficiency directly traceable to the congressional
appropriations process.

I have called this step toward fuller budget autonomy “functional budget
autonomy” not only because it would significantly streamline and untangle the process.
It also would eliminate the most inefficient and demeaning impediment to the local
control every other jurisdiction enjoys, namely that the budget of a local jurisdiction. The
District of Columbia is enacted by the Congress of the United States, just as Congress
enacts the budgets of federal agencies, such as the Interior Department and the Labor
Department.
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For most of my service in Congress, the enactment requirement has usually kept
the District from having a local annual budget with which to operate and manage the city
for months at a time. The requirement of our bill that the D.C. budget always become
operative at the start of the fiscal year in October would have large effects on everything
from the District’s bond rating to its ability to more efficiently manage every function of
the D.C. government.

The irony is that the Congress almost never changes the District’s Jocally raised
core budget. Even when it is most intrusive, Congress has realized that when it comes to
the complexities of budget decisions for city agencies, Congress is in foreign territory.
This is only one of the reasons that I think some members of the House and Senate have
been open to the change we propose. I appreciate the support this approach already is
receiving in the Senate. For years Congress has seen the D.C. budget wreck the larger
appropriation process for the country. Too often the District appropriation, the smallest of
the thirteen, has been at worst the largest impediment to the entire appropriation process
and at best a major cause of delay. I am especially grateful for the way that Chairman Bill
Young has worked with me to remove obstacles and often to rescue the D.C. budget
altogether. And Speaker Dennis Hastert and former Speaker Newt Gingrich have become
involved, as a last resort, only when they could make the decision. I very much
appreciate that they have always responded when I have asked for their help.

However, the local balanced budget of a great city should not need extraordinary
action by House speakers or full appropriation chairs. Despite a national economy that
has Jeft states and local jurisdictions on their knees, the District has balanced its budget
without rajsing taxes and without using its cash reserve funds. Because the Mayor and the
City Council have been cautious and conservative in their management of city finances
and operations, the District has avoided the budget chaos that plagues many jurisdictions
today. Most analysts agree that the District has managed its budget shortfall better than
most jurisdictions, including those of our neighbors.

After 200 years of unchanged procedures here in the Congress, the city’s record
and the bill we are considering should be the beginning of scrutiny and improvement of
congressional processes in aid of greater efficiency for the D.C. government. Even full
city autonomy over its local budget would not deprive the Congress of the right to make
changes by legislation. If the District’s local budget did not come to Congress at all
today, Congressional control would still resemble today’s processes because the
Revitalization Act requires the federal government to fund courts and prisons.
Congressional control enactment of home rule after a century of struggle was a major
breakthrough. However, Congress has made no major step toward self-government since
1973. Surely the place to begin is with the city’s budget process, the most critical feature
for financial and operational efficiency. Today must mark a long awaited step toward
equal citizenship and equal treatment by the Congress. At the very least, the District is
owed a Congressional response in kind to the very substantial improvements the city has
made in its finances and operations for six years. The way to begin is by matching the
District’s greater efficiency in managing its finances and operations with the same in our
own processes. The way 1o begin is with budget autonomy.

HHY
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Chairman ToM DAvis. If there are no other statements, we will
give Members 5 legislative days to submit opening statements for
the record.

We now move to our distinguished witnesses. We have the Hon-
orable Anthony Williams, the Mayor of the District of Columbia.
Tony, it is great to have you back here again. Honorable Linda
Cropp, chairman of the District of Columbia City Council. Good to
have you back again as well. And Dr. Natwar Gandhi, the chief fi-
nancial officer of the District of Columbia.

It is the policy of the committee that we swear all witnesses be-
fore they testify. Would you rise with me and raise your right
hands.

[Witnesses sworn.]

Chairman Tom Davis. Thank you very much.

In order to allow time for more questions, if you’d try to limit
your testimony to 5 minutes, we do have one panel today, we will
be flexible on that to make sure you get your points across. But we
have read the submitted testimony, that is all part of the record,
and we want to get right into questions.

We will start with you, Mayor Williams, and move right down.
And, again, good to have you back.

STATEMENT OF ANTHONY WILLIAMS, MAYOR, DISTRICT OF
COLUMBIA GOVERNMENT

Mayor WILLIAMS. Thank you, Mr. Chairman, Congresswoman
Norton, Congressman Carter. Thank you all so much. I will abbre-
viate my remarks, recognizing they have been submitted for the
record, so we can have time for questions and answers.

I just leave you with the thought that, historically the District
has had the dual identity of being a local government and a Fed-
eral agency. And in our Federal system of government, this one-of-
a-kind structure has created one-of-a-kind challenges. And at the
root of all these problems is the need identified by you, Mr. Chair-
man, and certainly by Congresswoman Norton for the appropriate
level of managerial discretion and flexibility for a government like
the District.

We are at the front line of service delivery like local governments
are across the country, and we need the ability to respond quickly
to locally changing needs, to locally changing economic cir-
cumstances.

I, along with Congresswoman Norton, certainly want to salute
Speaker Hastert, former Speaker Gingrich, full committee Chair-
man Young for their working with us to get their budgets through.
But she is right, it shouldn’t take extraordinary action for regular
government practice to move forward.

How does this requirement affect us? It affects us in a number
of ways. First of all, the requirement now for this extensive review
lengthens the time between the period of identifying a service need
and implementing a solution. In fiscal year 2001, for example, we
began cracking down on owners of slum properties to improve liv-
ing conditions there. As we did so, however, we noted that resi-
dents of these properties needed to be relocated during the renova-
tion process. Because of our lack of autonomy, however, we had to
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wait for over a year for the Federal Government to approve this
budgetary change in the local budget.

Service improvements are delayed by the continuing resolutions.
In recent history the average congressional delay has been almost
3 months, which is almost a full quarter of the fiscal year. During
these delays, critical new investments can’t be funded. In fiscal
year 2002, for example, these delayed investments included new
school nurses, prescription drug benefits, police equipment and
staffing. In fiscal year 2003, the delay—the congressional delay is
planned through—Ilasted through February, was almost half a year.
And ironically, as Chairman Cropp, has noted, the delay in this
last fiscal year actually prevented us from operating at a lower
level than the continuing resolution called for, which is quite ironic
and paradoxical, given the demand that we be fiscally responsible
with our funds.

Midyear budget reallocations require an act of Congress and dis-
rupt service delivery. You, Mr. Chairman, and certainly Congress-
woman Norton have spoken often about that. I am sure that CFO
Gandhi will talk about the effect this has on the marketability of
district bonds. They are looking for flexibility and the ability to
move quickly in this certain—and the current restrictions certainly
hamper that.

Finally, the lack of budget autonomy also has a paradoxical im-
pact on us in that, perversely, program managers must use or lose
funding at the end of the fiscal year. Congressional approval for
spending expires at the end of the year, which punishes program
managers who save funds by allowing those funds to carry forward.
You know, the old traditional conventional use it or lose it is a rule,
and that is certainly not good government.

Mr. Chairman, you mentioned the fiscal crisis at the District
base. One of the things I'm proudest of, if you look at our city,
Cleveland, Philadelphia, New York, and other cities, I think when
you look back 50 years from now, you will see a city that has re-
bounded; it is in the front rank of American cities. And I think peo-
ple will look back and they’ll say, you know, one thing about the
District during that time is they managed to get out of that fiscal
crisis, certainly with the tremendous help of the 1997 act, but they
did it without ever resorting to borrowing, to finance, their deficit.
They basically paid that deficit down the old-fashioned hard way.
And I think that is to our credit. I think, more than anything else,
I think that demonstrates our ability to be prudent, to be respon-
sible, and, as you have said, to earn budget autonomy. Thank you.

Chairman ToMm DAvis. Thank you very much, Mr. Mayor.

[The prepared statement of Mayor Williams follows:]
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Thank you Chairman Davis, Ranking Minority Member Wagman, and
members of the committee for this opportunity to testify on budget autonomy for
the District of Columbia. Chairman Davis, you have truly raised the bar for
leadership and commitment to the District, and I feel encouraged that the interests of
the District will be well served with you in this position.

As we discuss budget autonomy it is very appropriate that we are doing so
under the leadership of the Committee on Government Reform. This is true because
the critical outcome of budget autonomy will be to greatly advance the reform of
service delivery in the District government. Where service delivery has been
hampered by local management issues, we have taken aggressive action, and have
made great progress. Now, we must examine where service delivery is hampered by
larger constraints such as the federal approval process for our budget.

For the purpose of budgeting, the District has had the dual identity of being a
local government and a federal agency. In our federal system of government, this
one-of-a-kind structure has created one-of-a-kind challenges. At the root of all of
these problems is the need for an appropriate level of managerial discretion and

flexibility.

As the front line of government service delivery, no local governments can
operate effectively without the ability to respond quickly to changing public needs.
In a complicated society such as ours, there are new challenges and new opportunities
that arise on a monthly, weekly, and sometimes daily basis. As the primary deliverer
of services, local governments can only be effective if they can respond to changing
circumstances by changing programs and services in a timely and responsive manuner.

All state governments in our nation have this flexibility. They control their
own programs and budget allocations without the need for approval from Congress.
This allows them to allocate funding in a quick and responsive manner to meet
emerging public needs. The District, on the other hand, must develop its budget
according to the extremely complicated and lengthy federal appropriations process.
This requirement disrupts service delivery in several troublesome ways:

1. It lengthens the time period between identifying a service need and
implementing a solution. In fiscal year 2001, for example, we began cracking
down on owners of slum properties to improve living conditions there. As we
did so, however, we noted that residents of these properties needed to be
relocated during the renovation process. Because of our lack of autonomy,
however, we had to wait over a year for the federal government to approve this
budgetary change in our local budget.

2. Service improvements are further hindered by federal delays in the
budget approval process. Since 1996, the average Congressional delay has
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been almost three months, which is almost a full quarter of the fiscal year. During

these delays critical new investments cannot be funded.

In FY 2002, for example, the delay affected service improvements such as new
school nurses, prescription drug benefits, police equipment and staffing, fire
fighter hires, and the tenant relocation fund discussed earlier. In FY 2003, the
Congressional delay lasted through February - abnost half a year. That inaction
has jeopardized new investments in foster care, public schools, and improved
compensation for police and firefighters.

3. Mid-year budget reallocations require an act of Congress, and disrupt
service delivery. Local governments need the flexibility to respond to rapid
changes in their needs. The District is not allowed to significantly reallocate
funds to meet changing needs without an act of Congress. Last year, for
example, DC needed to reallocate funds to support the movement of children
from foster care to adoption. This transfer of funding could not be complete
for months until a supplemental appropriation bill moved through Congress.

4. Delays negatively affect marketability of District bonds. The uncertainty
about whether the District will have a budget at the start of the fiscal year must
be disclosed to potential buyers of DC’s municipal bonds. In general, greater
uncertainty means higher interest rates for DC, which in turn means that more
of the budget goes toward paying interest, and less goes to other priorities.

5. Program managers must “use or lose” funding at the end of each year.
Congressional approval for spending expites at the end of the year, which
punishes program managers who save funds by not allowing them to carry those
funds forward for other purposes.

To provide even more justification to the case for budget autonomy, it is important
to note that despite the time-consuming budget review process, recent history shows
that neither Congress nor the White House have made any changes to the actual
allocation of local funds in the District budget. Instead, they have limited their
changes to legislative provisions and direct federal appropriations - two things they
can still add under a streamlined process.

In terms of specific changes required, first and foremost is exempting the
District from future continuing resolutions. Just last week Chairman Frelinghuysen
of our House Appropriations Subcommittee acknowledged the importance of this
change, and committed himself to achieving it. As valuable as this change would be,
however, an even better solution would be to create a passive review process. In this
process, the District’s budget is deemed approved unless Congress passes a jownt
resolution to disapprove it. This solution would not only eliminate delays associated
with continuing resolutions, it would allow the District to realign its budget timeline



14

with a more standard state process, thereby providing the flexibility needed to further
Improve services.

The District has demonstrated its readiness for greater flexibility through a
strong record of responsible financial management. For example, since the sunset of
the control board, the District has balanced our sixth consecutive budget, and we
completed our year-end financial audit with a clean opinion, with a marked reduction
in management letter comments, and on a very timely basis.

Furthermore, the District has managed the recent economic pressures with
great fiscal discipline. States across the country are facing the worst fiscal crisis since
World War II, and the District is no exception. Due to the national economic
downturn, the District experienced a decline in revenues of approximately $370
million in the first half of FY 2003. This decline equates to a 10% loss in our local
operating budget. Because the economy has not yet recovered, these challenges
continued into FY 2004, and the District began formulation of that budget with a
projected gap of $114 million.

In facing these challenges, however, the District not only continued its record
of sound fiscal management, we achieved a level of responsible and conservative
budgeting found only among the most financially prudent governments. As a result,
the FY 2004 budget transmitted today is balanced in the current and future years.
More notably, the District’s leaders balanced this budget entirely through budget
reductions. No accounting gimmicks were used, no tax increases were adopted, and
not one dollar of the $250 million in cash reserves was used.

This tremendous discipline demonstrates that the District is ready for greater
budget autonomy. Accountability is a two-sided coin. If the Congress will restrict
the District’s autonomy when our performance lags, it should also increase our
autonomy when our performance is strong.

As assurance that the District will continue its strong financial performance,
the Congress has established Public Law 104-8, the Financial Responsibility and
Management Assistance Act. This law ensures that the government continues to
fulfill its financial obligations in a timely and responsible way. The District will also
maintain an independent Chief Financial Officer who can support the continued
financial recovery of the District.

In summary, I want to thank this committee for its leadership in promoting
budget autonony for the District. Last January, the President Bush issued a strong
statement in favor of budget autonomy. That statement coupled with the support in
both the House and Senate, give great cause for hope that the service improvement
in the District can be greatly enhanced in the very near future.
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Thank you for this opportunity to testify. After the statements of Chairman
Cropp and Dr. Gandhi, I will be happy to answer any questions you may have.
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Chairman ToMm DAvis. Chairman Cropp.

STATEMENT OF LINDA CROPP, CHAIRMAN, DISTRICT OF
COLUMBIA COUNCIL

Ms. Cropp. Thank you very much, Mr. Chairman. And to Con-
gresswoman Norton and Congressman Carter, let me say good
morning to all of you, and thank you very much, Mr. Chairman,
for holding this public hearing and for cointroducing with Con-
gresswoman Norton the legislation under consideration here today
to provide greater autonomy to the locally elected Mayor and coun-
cil over the locally funded portion of the District of Columbia budg-
et. We also very much appreciate the support of the President for
this proposal and your efforts to make it happen.

I am just thrilled that we are here talking about this particular
piece of legislation. If enacted, it would be the first real advance-
ment of home rule in the District of Columbia since congressional
enactment of the limited home rule 30 years ago. And, let me add,
it is about time.

Submitted with my testimony is a proposed resolution signed by
all 13 members of the council in support of budget autonomy for
the District, which I will not read, but ask that it be included as
part of the record.

Chairman ToMm DAvis. Without objection, it will be.

Ms. CrROPP. As you’ve requested in your letter of invitation to this
hearing, let me provide you with a few examples of the fiscal dis-
cipline exercised by locally elected officials since the Financial Au-
thority became dormant and the mechanisms and safeguards in
place to prevent the District from lapsing into a fiscal crisis.

This past February we received the annual CAFR, which cer-
tified that the District’s fiscal year 2002 budget that ended on Sep-
tember 30 was our sixth consecutive balanced budget. Of course, it
was the fourth consecutive surplus 2 years ago that caused the dor-
mancy of the Financial Authority. Nonetheless the District is strug-
gling to maintain the current fiscal year 2003 budget and keep it
in balance primarily because of two factors beyond our control:
One, the continuing revenue loss, particularly income, but also
sales tax losses, due to the national downturn of the economy, and
also due to a continuing aftermath of September 11, the anthrax,
sniper, and terrorist alert; second, the continuing structural inequi-
ties in the District’s financial relationship with the Federal Govern-
ment, which has been verified recently in the report released by
the U.S. General Accounting office, and which still exists despite
the budgetary benefits provided to the District under your leader-
ship, Mr. Chairman, due to the passage of the 1997 Revitalization
Act.

In the face of these challenges, however, we have been able to
work together in closing a $323 million budget gap that occurred
within a short period after we had passed our budget last year, and
then we did it in record time in the 3-week period. Then on April
1, 6 months into the fiscal year, once again the council took emer-
gency action after the Mayor’s recommendation to close a $134 mil-
lion hole in this year’s budget. Of course, our counterparts in Vir-
ginia, Maryland, and across the Nation face the same and similar
challenges, although we think in the District that we have acted
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more quickly, effectively, and responsibility to balance our budget
without gimmicks or one-time savings in a very quick way.

Almost two-thirds of the District’s initial revenue shortfall, or
about $195 million, this year was closed through spending reduc-
tions, and the remainder was closed through revenue increases, but
no increase in income, general sales, or occupied property taxes.
We looked in areas where we had not made increases in a long
time. The most recent budget pressures and revenue shortfalls this
year required further programmatic reductions, a hiring freeze,
suspension of pay steps, and other measures; but we took whatever
measures were necessary to make sure that we stayed in place.

The council will continue to squarely face the challenge of fiscal
discipline and strict oversight of financial management while con-
tinuing to fulfill our commitment to targeting expenditures and in-
vestments on critical priorities. In the fiscal year 2004 budget that
we just forwarded to Congress, my colleagues and I, along with the
Mayor, worked extremely hard to avoid any tax increases. We
scrubbed the budget to identify surgical reductions in the growth
of spending and in the growth of consulting contracts to a level
closer to 4 percent of our budget.

For fiscal year 2005, we’'ve mandated that there is limited growth
within the local funds expenditures not to expend more than 3.5
over the budget. So we are very careful to make sure that we do
not spend money more than what our revenues will bring in.

We have been vigilant in our oversight responsibilities, holding
more oversight hearings than ever before in an effort to keep all
of us accountable and living within our means while delivering the
services that are budgeted to deliver to our residents, our visitors,
and our businesses. The Chief Financial Officer has instituted an
early warning system that notifies the council and the Mayor of
budget pressures, whether on spending or on the revenue side of
the ledger, and enough time to consider and take the necessary ac-
tions on various identified options to address these pressures before
it is too late, and this has been going on constantly.

Another mechanism utilized by the District has been the pay-go
funding, which allows appropriated dollars to be spent only after
certain performance or other measurements are realized and cer-
tified. We have also worked with the Mayor and the CFO to craft
local legislation to assure the continued independence of the Office
of the Chief Financial Officer within the home rule context, which
requires amendments to the Home Rule Act, and we hope that you
will consider this.

Congressionally imposed reserve requirements, both budgeted
and cash reserves, have also served to cushion the impact of budget
shortfalls or to meet unanticipated needs in the District. Nonethe-
less, we think that the positive aspect of these reserves can be real-
ized with somewhat more flexibility in how these reserves are set
up and operated, and hopefully we can look at that in the future.

Perhaps the best evidence of the fiscal discipline that has been
continually exercised by District officials for several years is that
we have finally been recognized and rewarded on Wall Street. And,
as you know, the District’s bond rating was recently upgraded from
stable to positive, and there is expectation for further upgrading.
This achievement, which will result in significant savings in our
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borrowing costs, has occurred at a time when other jurisdictions
throughout this country, their bond rating has been downgraded.
Our bond rating upgrades are occurring due to the hard work and
positive image of the District that has been fostered by local offi-
cials working in partnership with our congressional counterparts
and business community.

Mr. Chairman, although I think the District of Columbia has
clearly demonstrated that we have earned the right to local budget
autonomy, let me say, and I hope you would agree, that the fun-
damental right of self-determination in a representative democracy
should not have to be earned by good behavior, however. Indeed,
to be governed by the consent of the governed is the founding prin-
ciple of the United States of America, and it is what this country
preaches around the world as a basic human right that is worth
fighting wars about. In fact, increased autonomy for locally elected
officials, budget autonomy, as well as legislative autonomy, which
we also hope you will consider, will necessarily increase account-
ability of the locally elected officials for their actions. Autonomy
and accountability are what our form of Constitutional government
is supposed to be all about.

Having the District’s local funds of $3.8 billion in locally raised
revenues be subject to the Federal appropriations process, where
we do not have a vote, and the process of the Senate, where we do
not have an elected voice, highlights undemocratic, separate, and
unequal treatment of the District by the Federal Government. No
other local or State jurisdiction in the United States is burdened
by having the expenditure of its locally or State-raised revenue
subject to congressional review of approval. But even if local or
State government budgets are subject to congressional approval, at
least the citizens would have voting representation in the body con-
trolling their own pursestrings.

The current budget process is not only undemocratic, which
should be enough reason by itself to enact budget autonomy legisla-
tion, the existing process is also a bad way to run government, as
the Mayor has stated.

I am going to put most of it into the record for the rest of my
testimony so that we can have time for questions and answers. But
I would say in summary, because the congressional review and ap-
proval of the District’s locals funds budget and local legislation is
undemocratic, unnecessary, and runs counter to the principles of
good government, I urge this committee and Congress to take expe-
ditious action to provide both budgetary and legislative autonomy
to the Mayor and council of the District of Columbia.

We really do appreciate this hearing and your leadership in this
regard. We thank you again for holding this hearing today and for
the opportunity to testify in favor of greater self-determination for
the citizens of the District of Columbia. Thank you.

Chairman Tom Davis. Thank you very much.

[The prepared statement of Ms. Cropp follows:]
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Chairman Davis, Congressman Waxman, Congresswoman Norton, and
members of the Committee on Government Reform, good morning! Let me begin
by thanking you, Mr. Chairman, for holding this public hearing and for co-
introducing, with Congresswoman Norton, the legislation under consideration here
today -- to provide greater autonomy to the locally elected Mayor and Council over
the locally funded portion of the District of Columbia budget. We also very much
appreciate the support of the President of the United States for this proposal, and
your efforts to make that happen.

If enacted, the "District of Columbia Budget Autonomy Act of 2003" would
be the first real advancement of home rule in the District since Congressional
enactment of the limited Home Rule Act nearly 30 years ago. And let me add, it's
about time! Submitted with my testimony is a proposed resolution signed by all 13
members of the Council in support of budget autonomy for the District, which I will
not read but ask that it be included within the record of this hearing.

As you have requested in your letter of invitation to this hearing, let me
provide you with a few examples of the fiscal discipline exercised by locally elected
officials since the Financial Authority became dormant, and of the mechanisms and

safeguards in place to prevent the District from lapsing into a fiscal crisis.
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Fiscal Discipline and Safeguards

This past February, we received the annual Comprehensive Annual Financial
Report, which certified that the District's fiscal year 2002 budget that ended on
September 30, 2002 was our sixth consecutive balanced or surplus budget. Of
course, it was our fourth consecutive surplus two years ago that caused the
dormancy of the Financial Authority.

Nonetheless, the District is struggling this year to maintain the current Fiscal
Year 2003 budget in balance --- due primarily to two factors beyond our control:

(1) the continuing revenue losses (particularly income, but also sales, tax
losses) due to the national downturn in the economy, and also due to the continuing
aftermath of September 11th, anthrax, sniper and terrorist alerts; and

(2) the continuing structural inequities in the District's financial relationship
with the Federal government, which has been verified by the recently released
report by the United States General Accounting Office, and which still exists
despite the budgetary benefits provided to the District, under your leadership Mr.
Chairman, due to passage of the 1997 Revitalization Act.

In the face of these challenges, the Council took the lead and made tough
decisions with the Mayor in closing a $323-million-dollar-plus revenue shortfall in

this year's FY 2003 budget on the very first day of the Fiscal Year -- October 1,
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2002. Then on April 1st, six months into the fiscal year, the Council took
emergency action to close another $134 million hole in this year's budget. Of
course, our counterparts in Virginia and Maryland and all across the country face
similar challenges, although we think that the District has acted more quickly,
effectively and responsibly to balance our budget without gimmicks or one-time-
only savings.

Almost two-thirds of the District's initial revenue shortfall (or about $195
million) this year was closed through spending reductions, and the remainder was
closed through revenue increases (but no increases in income, general sales or
occupied property tax rates). The most recent budget pressures and revenue
shortfalls this year required further programmatic reductions, a hiring freeze,
suspension of pay step increases, and other measures.

The Council will continue to squarely face the challenge of fiscal discipline
and strict oversight of financial management, while continuing to fulfill our
commitment to targeting expenditures and investments on critical priorities. In the
Fiscal Year 2004 budget that we just forwarded to Congress, my colleagues and I
worked extremely hard to avoid any tax increases. Instead, we scrubbed the budget
to identify surgical reductions in the growth of spending, and in the growth of

consulting contracts, to a level closer to the 4% level of budget increases that we
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had said a year ago was a more sustainable annual increase in local spending. For
the FY 2005 budget, the Council has mandated that the Mayor limit growth in local
funds expenditures to not more than 3.5% over the FY 2004 budget.

The Council has been vigilant in its oversight responsibilities -- holding more
oversight hearings than ever before, in an effort to hold officials accountable for
living within their means, while delivering the services they are budgeted to deliver
to our residents, visitors and businesses.

The Chief Financial Officer has instituted an early warning system that
notifies the Council and the Mayor of budget pressures -- whether on the spending
or revenue side of the ledger -- in time to consider and take the necessary actions on
various identified options to address these pressures before it is too late. Another
mechanism utilized by the District has been Pay-Go funding, which allows
appropriated dollars to be spent only after certain performance or other
measurements are realized and certified. We have also worked with the Mayor and
the CFO to craft local legislation to assure the continued independence of the Office
of the Chief Financial Officer within the home rule context, which requires
amendments to the Home Rule Act which we hope you will consider.

Congressionally imposed reserve requirements -- both budgeted and cash

reserves -- have also served to cushion the impact of budget shortfalls or meet
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unanticipated needs in the District; nonetheless, we think that the positive aspects of
these reserves can still be realized with somewhat more flexibility in how these
reserves are set up and operate.

Perhaps the best evidence of the fiscal discipline that has continually been
exercised by District officials for several years is that we have finally been
recognized and rewarded on Wall Street. As you know, the District's bond rating
was recently upgraded from "stable” to "positive," and there is an expectation for
Jurther upgrading. This achievement, which will result in significant savings in our
borrowing costs, has occurred at a time when other jurisdictions' bond ratings
across the country have been downgraded. Our bond rating upgrades are
occurring due to the hard work and positive image of the District that has been
Jostered by local officials, working in partnership with our Congressional
counterparts and the business community.

Mr. Chairman, although I think that the District of Columbia has clearly
demonstrated that we have earned the right to local budget autonomy, let me say,
and I hope you would agree, that the fundamental right of self-determination in a
representative democracy should not have to be earned by "good behavior."

Indeed, to be governed by the consent of the governed is the founding principle of

the United States of America, and it is what our country preaches around the world
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as a basic human right that is worth fighting wars about. In fact, increased
autonomy for locally elected officials -- both budgetary autonomy as well as
legislative autonomy, which we also hope you will consider -- will necessarily
increase accountability by locally elected officials for their actions. Autonomy and
accountability are what our form of constitutional government is supposed to be all
about.

Having the District's local funds budget of $3.8 billion in locally raised
revenues be subject to the Federal appropriations process of the U.S.House of
Representatives, where we have no vote, and to the process of the U.S. Senate,
where we don't even have an elected voice, highlights the undemocratic, separate
and unequal treatment of the District by the Federal Government. No other local or
state jurisdiction in the United States is burdened by having the expenditure of its
locally or state-raised revenues subject to Congressional review and approval. But
even if local or state government budgets were subject to Congressional approval,
at least their citizens would have voting representation in the body controlling their
own purse strings.

The current budget process is not only undemocratic -- which should be
enough of a reason by itself to enact budget autonomy legislation; the existing

process is also a bad way to run a government. Requiring submission of the



26

District's local funds budget as part of the Congressional appropriations process
requires the District to formulate a budget too far in advance of revised revenue
estimates and expenditure needs that would otherwise be known and lead to more
responsible and responsive decision-making. And requiring affirmative
Congressional approval of the District's local funds budget has often led to the
absurd result of the District getting caught up in national policy disputes that
typically delay our local budget's enactment for several months into the fiscal year
-- delaying new initiatives, preventing organizational reforms and creating
uncertainty about different, often lower, allocations of spending.

In addition to being counter to principles of democracy and good
government -~ as if that also were not enough, Congressional review and approval
of the District's local budget -- and local legislation for that matter -- is simply not
necessary. Congress, as we are reminded constantly, retains exclusive jurisdiction
over the District pursuant to section 8 of Article I of the U.S. Constitution. As
such, Congress can enact legislation at any time affecting local policy and
budgetary matters in the District.

Moreover, Congress itself, in enacting the Financial Responsibility and
Management Assistance Act of 1995, established the fiscal criteria that would lead

to the re-activation of the Financial Authority. That is more than enough "hammer"
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hanging over locally elected officials' heads to take fiscally responsible actions in
the best interests of the citizens of the District of Columbia.

Finally, let me note that the Council has imposed upon itself stringent fiscal
impact requirements for the enactment of legislation. Council Rule 443(c)

provides:

"....no bill, resolution, or an amendment to a bill or resolution may be enacted or
approved by the Council without a Council fiscal impact statement and worksheet,
if applicable, which has been approved by the Council Budget Director or the Chief
Financial Officer in the measure or committee report, presented to the Council, at
the time of its consideration. The Council fiscal impact statement shall include the
estimate of costs which will be incurred by the District as a result of enactment of
the measure in the current and each of the first 4 fiscal years for which the act or
resolution is in effect, together with a statement of the basis for such estimate. The
statement shall include the following:

"(1) A general statement of the effects the measure will have on the
operating and capital budgets for the current and next 4 fiscal years;

"(2) A quantitative estimate of the expenditures needed to implement the
measures;

"(3) An identification of the revenues and funds currently available, or likely
to be available from existing revenue sources to implement the measure, if it is to
be implemented within the current fiscal year;

"(4) A statement on the extent to which current appropriations are available
to finance implementation of the measure, if it is to be implemented within the
current fiscal year; and

"(5) An identification of the specific funding source to be recommended in
the forthcoming fiscal years to implement the measure, if the cost of
implementation is estimated to exceed $100,000 in that fiscal year."
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In summary, because Congressional review and approval of the District's
local funds budget and local legislation is undemocratic, unnecessary, and runs
counter to principles of good government, I urge this Committee and the Congress
to take expeditious action to provide both budgetary and legislative autonomy to the
Mayor and the Council of the District of Columbia.

Thank you again for holding this hearing today, and for the opportunity to

testify in favor of greater self-determination for the citizens of the District of

Columbia.
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A PROPOSED RESOLUTION 15

16

IN THE COUNCIL OF THE DISTRICT OF COLUMBIA 17

To declare the sense of the Council on Full Budget Autonomy for the District of Columbia. 18
RESOLVED, BY THE COUNCIL OF THE DISTRICT OF COLUMBIA, That this 19

resolution may be cited as the "Sense of the Council Supporting the District of Columbia Budget 2(

Autonomy Act of 2003",

21
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Sec. 2. The Council of the District of Columbia finds that: 13

(1) The District of Columbia is the only jurisdiction in the United States forced to 2

have its local budget composed of local tax dollars reviewed by the United States House of 3
Representatives and the United States Senate. 4
(2) The people of the District of Columbia are refused equal treatment as 5

American citizens in many ways: lack of control of local tax funds, lack of control of criminal 6
justice system, lack of control of local legislation, and lack of voting representation in the United 7
States House of Representatives and the United States Senate. The people of the District of 8

" Columbia suffer politically, economically and psychologically from this form of colonial rule by 9
the Congress. 10

(3) The review of the local budget by the Congress should end because: 11

(A) The District of Columbia is the only jurisdiction in the United States 12

subject to this review, making it disparate and unequal treatment of the people of District of 13

Columbia and therefore inconsistent with the founding principles of the nation. 14

(B) Members of the United States Congress were elected by the voters of 15

their respective states to represent their interests and not those of the people of Washington, DC. 16

(C) The members of the United States Congress should not be burdened 17

with the responsibility of overseeing the minutia of District of Columbia’s budget when they 18

have much greater issues to address. 19

(I}) The delay and uncertainty caused by Congressional oversight and 20

review causes the people of the District of Columbia to pay unnecessary interest on bonds, and 21

the underfunding or nonfunding of new programs, such as special education, foster care 22
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programs, etc. needed by the District. 1
(E) The need for Congressional review by legislators unelected by the 2
people of the District of Columbia violates the human rights of the people of the District of 3

Columbia by denying them representative government as stipulated in Article 21 of the Universal 4
Declaration of Human Rights. 5

(F) The "District of Columbia Budget Autonomy Act of 2003" (sponsored 6
by Delegate Eleanor Holmes Norton and U.S. Representative Tom Davis) would help lead to 7
greater budget autonomy. Although the District’s budget bill would be transinitted to Congress 8
for a 30 day layover, there would be no requirement that the District budget be enacted by 9

Congress. In any case, the Congress would be required to release the budget by October 1 (the 10

beginning of the fiscal year) if it was submitted by the District by September 1st. 11
Sec. 3. It is the sense of the Council that the United States Congress should pass the 12
"District of Columbia Budget Autonomy Act of 2003" this year. 13

Sec. 4. The Secretary to the Council shall transmit a copy of this resolution to the officers 14
of both houses of Congress, to the committee chairs which have jurisdiction over District of 15
Columbia affairs, and to the Congresswoman for the District of Columbia. 16
Sec. 5. This resolution shall take effect immediately upon .the first date of publication in 17

the District of Columbia Register. 18
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Chairman ToMm Davis. Dr. Gandhi.

STATEMENT OF NATWAR GANDHI, CHIEF FINANCIAL
OFFICER, DISTRICT OF COLUMBIA GOVERNMENT

Mr. GanDHI. Thank you, sir. Good morning, Mr. Chairman, Ms.
Norton, Mr. Carter. I will be very brief in my oral comments. I re-
quest that my written testimony be entered into the record.

Chairman ToMm DAvis. Without objection.

Mr. GANDHI. At the outset, let me say as both a citizen of the
District and its senior financial manager, I wholeheartedly endorse
expanding the District’s authority to manage its own financial af-
fairs.

Currently, as you pointed out, Mr. Chairman, Congress author-
izes all District of Columbia spending through the Federal appro-
priation process, irrespective of the source of revenue underwriting
such spending.

In the District in fiscal year 2003, the budget was roughly $5.5
billion, of which 3.8, or 68 percent, was comprised of revenues
raised through local taxes, fees, fines, and user charges. Of the re-
maining $1.76 billion in Federal funds, about $1.7 billion was com-
prised of Federal transfer payments and grants. Only $47 million
was uniquely and especially appropriated from Federal revenues
for programs and projects peculiar to the District of Columbia.

Were the Congress to modify the current law, a range of possi-
bilities remains to exercise oversight over the District’s budget and
operations. These might include periodic audits, after-the-fact re-
view of the District’s locally enacted budget, or review of the Dis-
trict’s locally enacted budget by the appropriate oversight group in
the Congress. Also, the Federal funds directly appropriated to the
District would remain within the Federal appropriation process.

There are several benefits of the autonomy to the District, and
I will mention just a few. First, faster enactment of budgets. Be-
cause the District currently receives all its authority to spend
funds through the Federal appropriations process, the District can-
not enact its locally approved budget until Congress passes and the
President signs its appropriations bill. This situation guarantees a
5-month lag between local approval and Federal enactment. In
practice, Federal appropriation bills are often delayed beyond this
period.

There are adverse consequences for the District since it is tied
to the Federal appropriation cycle. Bond rating agencies take the
uncertainties of the Federal process into account in assessing the
District’s finances, and discount to a degree whatever ratings the
District might otherwise receive. In the case of new or expanded
programs approved and financed locally, no implementing action
can be taken until the Federal appropriation bill is enacted. This
delays program initiation and guarantees programs will not be exe-
cuted as planned. Also, the more elapsed of time between the for-
mulation of a budget and its execution, the more likely the operat-
ing assumptions underlying that budget will not hold true.

Second, the Federal appropriations cycle runs on an October/Sep-
tember fiscal year, a fiscal year cycle unsuited to local government.
Were the District to have autonomy to appropriate its own funds
like other local jurisdictions, my recommendation to the Mayor and
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the council would be to revise the fiscal year to a July/June cycle.
This would have two immediate advantages. First, it would con-
form the fiscal year to the school year, greatly enhancing the abil-
ity of the D.C. public schools and the University of the District of
Columbia to manage their funds effectively. Second, it would more
closely conform the District’s fiscal year to its revenue cycle. The
annual income tax payments are due in April, and the first semi
annual real property tax payment is due on March 31. Data on
these payments is used to update revenue projections for the up-
coming fiscal year. Were the District to execute its fiscal year budg-
et beginning in July, it would be proceeding on the most recently
available and, therefore, most accurate revenue information.

Finally providing the District with authority to direct the spend-
ing of its locally raised revenue would substantially increase the
District’s ability to react to changing program and financial condi-
tions. Under the current law, the District follows the Federal sup-
plemental appropriations process to appropriate additional reve-
nues or to make any significant realignment in resources among its
appropriations. Program plans premised on supplemental appro-
priations are held in abeyance while Congress considers the re-
quest. The same problem is encountered on the other financial
transactions. For example, all reprogramming of funds from one ob-
ject class of the expense to another in excess of $1 million requires
congressional review of 1 month before enactment.

The District has the financial infrastructure to permit it to man-
age its local funds effectively. We have a strong accounting system
linked to our budget oversight processes. Monthly closings and cash
reconciliation are in place. Financial managers have a clear under-
standing of expectations. Clean audit opinions by the District’s
independent auditors have become routine, and the number of
management findings are substantially reduced.

The Office of Chief Financial Officer provides an independent as-
sessment of key financial data—comprehensive annual financial re-
ports, revenue estimates, fiscal impact statements, and all other
consequential financial data. I believe a necessary corollary to in-
creased local financial authority and autonomy is the inclusion of
the authorities and responsibilities of the Office of Chief Financial
Officer in organic law. Taken together, this legislative framework
is sufficient to ensure fiscal discipline without the added complexity
of putting local spending plans through the Federal appropriation
process.

Mr. Chairman, that concludes my oral comments. I will be
pleased to answer any questions you may have. Thank you, sir.

[The prepared statement of Mr. Gandhi follows:]
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Good morning, Mr. Chairman and members of the Committee. My name is
Natwar M. Gandhi, and I am the Chief Financial Officer for the Government of the
District of Columbia. Iam here today to testify on the issue of budget autonomy
for the District of Columbia. At the outset, I want to express niy view that, both as
a citizen of the District of Columbia and the District’s senior financial manager, I
wholeheartedly endorse expanding the authority of the District to manage its own

financial affairs.

In anticipation of this hearing, I re-read clauses 17 and 18 of Article I, Section 8 of
the Constitution of the United States:

Clause 17. (The Congress shall have power) to exercise exclusive
Legislation in all Cases whatsoever, over such District...as may by the
Cession of particular States, and the Acceptance of the Congress, become
the Seat of Government of the United States... and

Clause 18. (The Congress shall have power) to make all Laws which shall be
necessary for carrying into Execution the foregoing Powers, and all other ;
Powers vested by this Constitution in the Government of the United States,

or in any Department or Officer thereof.

This language is unambiguous with respect to congressional authority over the
legislative affairs of the District of Columbia. However, it gives the Congress
wide latitude with respect to the execution of its constitutional mandate. With this
in mind, let me speak to why I believe, from a financial management perspective,

the District should have discretion with respect to the allocation of funds raised



36

from local sources and, further, how changes to current law would not affect

Congress’ constitutional role.

Under current law, all District of Columbia spending is authorized by the Congress
through the federal appropriations process, irrespective of the source of revenue
underwriting such spending. In the District’s FY 2003 gross budget of $5.573
billion, enacted by Congress on February 20, 2003, about $3.813 billioﬁ, or 68 per-
cent, was comprised of revenues raised through local taxes, fees, fines, and user
charges ($3.602 billion + $211 million in private and other revenue). Of the
rernaining $1.76 billion in federal funds, $1.713 billion was comprised of federal
transfer payments and grants. Only $47 million was uniquely and especially
appropriated from federal revenues for programs and projects peculiar to the
District of Columbia.

I'would argue that only the federal funds that are specifically and uniquely
earmarked for District programs or projects must be appropriated by the Congress
— for example, funds provided to support federal events such as the inauguration or
funds for tuition assistance. In the case of local funds, the Congress rarely alters an
allocation made by the District. Federal transfer and grant payments to the District
have already been appropriated to the federal agency responsible for program
administration, and are reflected in the District budget for the sole purpose of
showing a complete accounting of planned District spending. Having already been
appropriated to a federal transferring agency, these federai funds do not need to be

“reappropriated” to the District.

Were the Congress to modify current law in the direction of reducing its role in the

District’s appropriation process, a range of possibilities would still remain to

2
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exercise oversight over the District’s budget and operations. These might include
periodic audits, after-the-fact review of the District’s locally enacted budget, or

review of the District’s locally enacted budget by the appropriate oversight group
in the Congress. Federal funds directly appropriated to the District would remain

within the federal appropriations process.

Benefits to the District

Faster enactment of budgets. Because the District currently receives all its
authority to spend funds through the federal appropriations process, the District
cannot enact the budget approved by its elected representatives until Congress
passes and the President signs its appropriations bill. This situation guarantees a
five-month lag between local approval and federal enactment. However, federal
al‘)propriations bills are often delayed beyond this period. There are adverse
consequences for the District since it is tied to the federal appropriations cycle.
Bond rating agencies take the uncertainties of the federal process into account in
assessing the District’s finances for a bond rating. In the case of new or expanded
programs approved and financed locally, no action can be taken during the fiscal
year until Congress passes its appropriations act. This unnecessarily delays the
start of programs and virtually guarantees programs will not be executed as
planned. Also, the more time that elapses between the formulation of a budget and
its execution, the more likely the operating assumptions underlying that budget

will not hold true.

Conformance to the Standard Local Government Fiscal Year. Further, the federal
appropriations cycle runs on an October-September fiscal year, a fiscal cycle
unsuited to local government. Were the District to have autonomy to appropriate

its own funds like other local jurisdictions, my recommendation to the Mayor and
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Council would be to revise the fiscal year to a July 1-June 30 fiscal year. This

would have immediate advantages.

First, it would conform the fiscal year to the school year, greatly enhancing the
ability of D.C. Public Schools (DCPS) and the University of the District of
Columbia to manage their funds effectively. This is important because public
education spending accounts for nearly 25% percent of District general fund
expenditures. Iﬁ the DCPS planning cycle, the July-September period is the largest
spending quarter. Under current budget law, this period falls at the end of the

~ fiscal yéar, after DCPS has had to deal with all the exigencies of the prior three
guarters. In fact, in recent years, DCPS has had to rely on funds advanced from the
upcoming year’s expected appropriation to support start-up costs for the upcoming
school year. Thus, it would clearly be better for DCPS management, and make
greater budgetary sense, to fund school year start-up costs — purchase of books,
start-up maintenance and the like — at the beginning of the year and with current

fiscal year funds, and then cope with remaining issues as they occur.

Second, it would more closely conform the District’s fiscal year to its revenue
cycle. The annual income tax payments are due in April, and the first semiannual
real property tax payment is due on March 31. Data on these payments is key to
updated revenue projections for the upcoming fiscal year, Were the District to
execute its fiscal year budget beginning in July, it would be proceeding on the most

recently available, and therefore most accurate, reverue information.

Currently, budgets are based in large part on revenue estimates completed in
February, some seven months before the start of the new fiscal year in October and

a total of 19 months before the end of that fiscal year. The District does not get
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actual data on how accurate these revenue estimates were, and whether budgeted
expenditures were fully covered, until after the end of that fiscal year, perhaps

24 months after the original revenue estimates were made.

Finally, changing the fiscal year also could improve cash flow management and
reduce some budgeting risks. Larger tax payments received in September,
particularly the local half-year real property taxes due on September 15, essentially
“back load” the cash stream toward the end of the fiscal year. Even as some

$5.6 billion in cash flows through our financial systems to pay for the budgeted
$5.6 billion in District expenditures, the District needs additional cash to negotiate
the timing of expected tax receipts during the year. Changing the fiscal year
mitigates this by reducing uncertainty about year-end revenue accounting,
particularly for real estate payments received after September 30, and by reducing

the impact of the distribution of this revenue between fiscal years.

Increased Local Financial Flexibility. Providing the District with the authority to
direct the spending of its locally raised revenue would substantially increase the
District’s ability to react to changing program and financial conditions. Under
current law, the District must follow the federal supplemental appropriation
process to appropriate additional revenues that become available during the course
of the fiscal year or to make any significant realignment in resources among its
appropriations. All program plans premised on supplemental appropriations are
held in abeyance while Congress considers the request. The same problem is
encountered on more mundane financial transactions, such as interappropriation
transfers and reprogramming requests. For example, all reprogrammings from one
object class of expense to another in excess of $1 million require a congressional

review period of one month before enactment. In addition, opportunities to
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increase revenue arise occasionally, but require spending additional funds.
Particularly in tight budget circumstances, it is difficult for the District to wait as

long as 18 months for a new budget cycle to begin.

Mechanisms and Safeguards for Assuring Financial Integrity

The District of Columbia Financial Responsibility and Management Assistance
Act of 1995 (the Act), coupled with the continuation of an independent Office of
the Chief Financial Officer, provides the framework for assuring financial integrity
without the need for imposing the federal appropriation process on local fund
budgets. The Act provides for the reinstitution of a control board and other
constraints should the District fail to meet major financial obligations. By itself,
the Act has been a powerful motivator for our elected officials to maintain a

balanced budget and strong financial controls at all times.

Further, under current law, the Office of the Chief Financial Officer provides an
independent assessment of key financial data — annual comprehensive financial
reports, revenue estimates, fiscal impact statements, and all other consequential
financial data. I believe that a necessary corollary to increased local financial
autonomy is the inclusion of the authorities and responsibilities of the Office of the
Chief Financial Officer in organic law. Taken together, this Iegislaﬁve franﬂework
should be sufficient to ensure fiscal discipline without the added complexity of

putting local spending plans through the federal appropriations process.

‘Were the District to be permitted local spending autonomy, my recommendation to
the Mayor and Council would be that we a&apt existing federal appropriations law
for local use. The District is already accustomed to working within this framework

— one that prescribes rules for the treatment of funds, realignment of funds and
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other matters related to the formulation and execution of budgets. I should note in
this regard that the District recently enacted a local anti-deficiency law to stipulate
the responsibilities of management officials in the financial arena and provide

sanctions for those that are not in compliance.

Fiscal Condition and Financial Improvements

I believe the District has the financial infrastructure.to permit it to manage its local
funds effectively. We have a strong accounting system linked to our budget
oversight processes. Monthly closings and cash reconciliation are in place.
Financial managers have a clear understanding of expectations. Unqualified
opinions by the District’s independent auditors have become routine and the

number of management findings substantially reduced.

In the budget area, the District has enhanced its analytical capabilities, moving
toward performance budgeting to link agency outputs to cost. Automated budget
monitoring systems have been put in place to give program and financial managers

the capability to review their financial posture daily.

Further, the District is well along on a project that will integrate all ifs significant
administrative systems — personnel, payroll, procurement, budget, accounting,
property management, and pension administration. This integration will
substantially enhance both information on and controls over all transactions

affecting expen&itures and do so at lower cost.

The Continuing Role of the Federal Government in District Finances
Notwithstanding the clear advantages to the District of having local autonomy in

the appropriation of locally raised revenue, there remains the question of the
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federal government’s role in assisting the District in attaining a structural balance
between spending needs and its revenue raising capability. In its report on
Structural Imbalance and Management Issues in the District of Columbia (GAO-
03-666), the General Accounting Office (GAO) clearly demonstrates, using
objective, quantifiable criteria, that the District of Columbia has a substantial gap
between its spending needs and its local revenue resources. This gap is calculated
to be between $470 million and $1.1 billion annually, based on FY 2000 infor-
mation. In all likelihood, the gap is toward the upper end of this spectrum, which

more closely represents the economic circumstances of a city like the District.

The report clarifies four fundamental features of the District’s fiscal problems:

L. The District’s expenditure requirements for providing a standard group of
services are far higher than any state fiscal system. The District faces these high
expenditure requirements because it provides public services in a market with high
labor costs, it provides services to a large commuter population, and it has many
residents with high service needs. The report identifies areas where the District
has the potential to improve the efficiency of operations. Even so, the District’s
higher costs of providing average services are determined by factors beyond its
control and far beyond possible savings from greater efficiencies, many of which

are now in place, and more of which we intend to achieve.

2. The District taxes itself very heavily. The District’s tax effort is much higher
than that of the average state. Although the District’s tax capacity is large — more
than 47 percent above the national average — because of its large expenditure
requirements, the District must compensate with a tax effort that is about 50

percent above that, among the highest, if not the highest, in the nation.
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3. Even with high taxes, the District cannot pay for average levels of service to
residents, commuters, and visitors. The District’s additional tax capacity is not
enough to compensate for the Distriet’s higher expenditure burden. The urban
composition of the District’s population, and the standard services needed by such

a population, overwhelm even the District’s high tax effort.

4, The District has a serious infrastructure problem. The District faces an
accumulated infrastructure backieg of at least $2.5 billion. The District has
deferred capital investment to avert the operating costs associated with debt
service. The problem is obvious when you consider tﬁat the District’s general '
obligation debt service is about 10 percent of local revenues, and rising, Further,
the problem is acute because our debt levels already are near the ceiling for
maintaining credit-worthy debt ratings. Our capital borrowing analysis shows that
only moderate additional borrowing would be acceptable to the agencies that rate
the District’s credit-worthiness. Whether expressed in per capita terms or in
relation to revenue, the District’s current outstanding debt is greater than any state

fiscal system.

The report also recognizes that the federal presence imposes costs and limitations
as well. To the extent that the federal government’s property and purchases are off
the tax rolls, or that non-resident income earned in the District cannot be taxed,
these Hmitations are reflected in the tax base. Given these limitations, in order to
try to pay for even an average level of service from the operating budget, District
tax rates on the tax base available to it must be high. While the report does not
quantify the actual costs of services provided to the federal government or incurred
as a result of being the nation’s capital, it puts these costs in perspective. When

millions of dollars of expenditures related to being the nation’s capital are -
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absorbed by the city, this diverts resources from ordinary services to residents,

commuters, and visitors.

The District has made operating budget reductions of over $190 million in

FY 2003, in part to balance expenditures and revenues, but also as part of a larger
effort to deliver services more efficiently. While significant opportunities for
efficiency improvements exist within District programs, even with such
improvements, the GAO report points out that the District would still face a

structural deficit.

By law, the District must balance its budget each year, but making the spending or
revenue adjustments needed to do this is not the same as solving a structural
deficit. Due to this structural deficit, the District is forced to choose between tax
levels that are even higher than the national average, service levels that are lower

than the national average, or combinations of both in order to balance its budgets.

Although the GAO report makes no recommendations, it provides a strong case for
federal action to assist the District of Columbia, the nation’s capital. As noted, the
structural imbalances in both the operating and capital areas result primarily from
cost and workload factors that are beyond the District’s control, and, in addition,

the District must provide services to the federal government.

With tax and debt burdens higher than other jurisdictions, it is not feasible for the
District to solve the problem through more taxes or borrowing. One option noted
in the report is for the federal government to relax taxing restrictions on the

District to compensate it for its special status as the capital city.

10
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The GAO report indicates that providing federal assistance to the District may
encourage state fiscal systoms with structural deficits to request the same or similar
treatment. However, a strong case can be made that the District of Columbia is
unique among all local and state jurisdictions and that unique conditions dictate
unique solutions. All states have federally tax-exempt property, but the District

- has more in terms of value relative to the size of the economy. All states may
forego some tax activity due to federal commercial activity, but the ]jis‘rrict ’
certainly loses much more in relation to the size of its economy. The District also
is subject to revenue and other constraints that are not imposed by the federal
government on any other jurisdiction. These factors have been many times
documented and indicate that the District merits a unique fiscal relationship with

the federal government that corresponds to its unique operational arrangement.

There is a wide range of options available to the federal government for assisting
the District in overcoming its structural deficit and 1n providing a level of service
quality that befits the nation’s capital. In contemplating budget autonomy for the
District, the Congress would be well served to also examine its financial
relationship with the District. Unless a change is made, one can predict a gradual
deterioration of services provided by the District to residents, commuters and
visitors. This would be unfortunate in the exireme, especially in light of the major

progress made in all aspects of District quality of life over the past eight years.

Mr. Chairman, this concludes my remarks. I would be pleased to answer any

questions you might have.

11
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Chairman Tom Davis. First of all, because of the Federal in-
volvement, the District of Columbia’s budget plans are not even
congruent with the school budget fiscal year. Is that right? You've
set up different cycles to conform to Federal mandates in this case
that probably no other city or State in the Commonwealth that I'm
aware of has to conform to. Then you conform to that, and then we
still don’t give it to you on time usually because of issues unrelated
to the District of Columbia, partisan bickering, fights between Con-
gress and the President. And, you know, the image up here that
some Members have that go back to the sheer impracticability bar-
rier, that is not where the city is today. They don’t understand that
the number of employees have been reduced dramatically. There
are certainly problems running a big city, we read about them
every day here in the Washington Post, as there are in any city in
the United States.

But let me ask you, Dr. Gandhi, this is a different city than we
had a decade ago markedly, isn’t it, fiscally?

Mr. GANDHI. Absolutely right, Mr. Chairman. Just to give one ex-
ample, and the Mayor often mentions this—I am just appropriating
from him, you know—in the mid 1990’s we had roughly one-half
billion dollars in deficits in our fund balance. Today, we have about
$865 million of positive fund balance. That is about a $1.3 billion
turnaround for the city. I think it speaks volumes of the effort that
the elected leaders have made to really lift the city from insolvency
to a financial height that is unparalleled in the records of the cities
that have gone through the same experience.

Chairman ToM DAvis. Now, we have done some things up here
that have been helpful. The unfunded pension liability issue we ad-
dressed is a significant monkey off the back.

Mr. GANDHI. Absolutely.

Chairman ToM DAvis. And realigning the felony prisoners and
Medicaid. But still, as you look at it, the city has a lot of issues,
as do most cities. But I think you have done well by and large.

Mr. GANDHI. And one more thing I would point out. I think in
the last year, we have gone through a substantial decline in the
revenues, and the Mayor and the council basically faced up to the
challenge. As Ms. Cropp pointed out, within record time, just about
3 weeks, we brought back the budget of 2003, sent it back with the
reconciliation of a $323 million problem.

Chairman ToM DAvis. Well, let me give you my view, and it’s not
maybe one that is not shared across here, but, you know, democ-
racy is not an automatic. We give democracy to a city, and then we
second-guess every decision you make. And for it to work, you have
to be allowed to make mistakes, the autonomy has to be there and
the responsibility for people making decisions, good decisions and
bad decisions. And one of the difficulties here is if we don’t get the
budget out on time, the city can’t let its contracts out that you need
to do, you can’t hire new police officers, you can’t hire teachers. All
of these things are held up because of the uncertainty. And, you
are right. From a bond rating perspective, this could end up costing
taxpayers more money because of the reluctance of bond houses,
and that’s, one of the telling issues here.

We are going to do something. I can just tell you that right now.
Ms. Norton and I are determined. We have been meeting. There is
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opposition to everything here. This area, Congress, is more bureau-
cratic sometimes than any other—and full of turf fights and every-
thing else. But this is, in my opinion, a very modest but common-
sense step to take to give the city more autonomy, more authority
over its own budget.

Ms. Cropp, it is not just that you’ve earned it. You are right, this
is a fundamental right. This is the capital of the free world here
in the District of Columbia, and we talk about we bemoan the fact
that when Hong Kong goes over to China and the city council is
changed, that in Iraq, setting up democracy; and here in the capital
of the free world, it is not what it is in any other place in the
United States for a lot of reasons.

But this is just a very modest step forward, as Ms. Norton noted,
to return some authority to a city that not only has earned it, but
has fundamental rights to it at this point, and I don’t think we are
taking a chance in doing that. We don’t theoretically give up any
oversight responsibility. That stays with us under the Constitution.
But we are saying to the local officials, we could have confidence
in the job you are doing.

And, Tony, I think as Mayor you have been a breath of fresh air
on a lot of these, and Ms. Cropp has as chairman of the council.
It has been a good team. I know you don’t always agree on every-
thing, but we are getting the essential job done. The fights are
really over minutia items.

Mayor WILLIAMS. I also think, Mr. Chair, actually the fact that
we have a strong council is to the city’s benefit. I hate to say that,
but it’s true.

Chairman ToM DAavis. It’s not always to your benefit, but that’s
the way it goes sometimes.

Mayor WILLIAMS. Definitely to the city’s benefit.

Ms. Cropp. If I could add, Mr. Chairman, I have said that I
think that this council is an excellent council. And, Mr. Mayor, if
it is any good feelings, it’s hard on the Chair, too, to keep the coun-
cil together. But the fact that it is such a hard-working council, it
is to the benefit of the city.

And let me also put on the record, when we do have disagree-
ments between the council and the Mayor, we understand that the
most important issue is for us to run the government. After a very
highlighted disagreement we had with regard to an issue of the in-
spector general, that very same day the Mayor and I were working
together on another very important issue. We were sitting down,
trying to resolve the issue. So, our disagreements, even though the
media may highlight it, I think all of us understand the importance
of good government and working together for that, and we are still
doing that.

Mr. GANDHI. And if I may add a point, Mr. Chairman. I think
one thing about which both the council Chair and the Mayor are
in complete agreement is the financial viability and the financial
credibility of the city. There is no doubt about that. And I can say
that from personal experience over the last year, the way they have
managed the revenue decline of $300 million plus.

Ms. CroPP. Mr. Chairman, you mentioned today—it is part of my
testimony, but I do want to highlight this issue for those in Con-
gress who may be a little—drawing back a little bit from support-
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ing this. As you stated, and my testimony has very clearly, Article
I, section 8 still is in effect. So if this bill passes, it does what is
right, but it still leaves Congress with power.

Chairman Tom Davis. Absolutely. We don’t—but what it does do
is, if we delay, you don’t—but you don’t get caught up in these
other petty squabbles. That is really what it does. It also moves
things on a timeframe where, if we want to act, we can act. But
if we don’t act in time, life goes on, and you are not held up while
we're trying to make our decision or somebody puts a hold on some-
thing in the Senate or something like that.

Ms. CroPP. Do you know that there are—have been times—if I
just may add——

Chairman ToM DAVIS. Sure.

Ms. Cropp. It really is important. There have been times that be-
cause we have not had the congressional enactment on our budget,
we have had to go out and borrow money. So it is actually costing
the District money with the fact that our budget may not have
been passed on time.

Mr. GANDHI. And the amount of money, to supplement Ms.
Cropp’s point, is about $3 million in borrowing cost for short-term
borrowing.

Chairman Tom Davis. And I think the idea that it cuts your
whole schedule in terms of not just contracting out, but hiring po-
lice officers, hiring teachers. There is a ramification now. In terms
of hiring these meter maids, you can postpone that; I've had my
clashes with that office, and if I could write an amendment into
that, I would do that. But I think fundamentally that is right.

There is another issue that is below the surface here that we
need to face head on; and that is that Members—we all come from
different districts. Ms. Norton’s district is far different from mine
out in Fairfax and far different from Judge Carter’s down in Texas.
And the view of the world that comes from Judge Carter’s district
in Texas is a different view of the world than comes from my con-
stituents in Fairfax and is far different from Ms. Norton’s. And
whenever the D.C. bill comes up to Congress, someone puts an
amendment on. And to defend a vote back home, D.C. wants to do
things different than my constituents do or Judge Carter’s, and
when we try to impose our values, Members end up having to vote
their home values instead of the city’s values. That is just the way
it is. That is politics. If you don’t, somebody attacks you back home.

You know, we went through this domestic partners, which I'm
not a big fan of, but I ended up over time—Congress split its time
and said, if that’s what the city wants to do, you’ve got hundreds
of other cities across the country doing it. Why are we standing in
the way of allowing this city to make that decision and basically
make insurance more available to its employees and families than
you would otherwise? And so, to me, it’s a local government issue,
not necessarily my affirmation of this or not, and I have mixed feel-
ings about it, but Members having to go back home could be faced
in a primary or something, but they voted. And that makes it unat-
tractive.

This still gives us the authority to do that, but I think it’s less
meddlesome when we have this time period on here than when we
would take our time before.
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I think that the writers that have traditionally been on abortions
at the hospital and that kind of issue, which traditionally cities
have taken different views than suburban and rural constituencies,
will probably stay. And I think we all understand that, and this
legislation allows that. But some of the more meddlesome issues
that come up at this point, I think if they are not addressed quick-
ly, life goes on in the city. And I am not sure that we serve democ-
racy when we start applying those values.

Now, there is the issue, it is the Nation’s Capital ought to rep-
resent the values. You know, we go through all that every day, and
you have to understand that is an issue that may surface to a lot
of Members when we start giving this up and trying to strike the
appropriate balance.

But this legislation, as Ms. Cropp knows, doesn’t take any au-
thority away from Congress, but if we don’t act in a timely manner,
life goes on, and you can go ahead and hire your police officers and
keep the city safe. You can hire your teachers, get these kids the
education they deserve. You can get your contractors out there so
they can improve your computer systems and those kinds of issues,
and it’s not held up, and you don’t have to borrow and go out to
the bond houses and just good things result.

I don’t think there is any downside for critics the way the city
runs, and we are going to work hard getting it through here. I
think the chances are pretty good for success.

So I want to thank each of you for the job you are doing. Thanks
for being up here today. We’ve got other contentious issues on the
city that we’ll be facing over the next year here on this committee,
but this is one from, I think, Ms. Norton’s and my perspective and
from our leadership that I think is going to get resolved in fairly
short order.

Ms. Norton.

Ms. NoRTON. Thank you very much, Mr. Chairman. It seems to
me your comments were so much to the point both as to efficiency
and to democracy that my inclination would be to stop while I am
ahead and rest on what you've said. And I really don’t think I could
have offered a better analysis.

I think really what I ought to do is to simply allow the witness
to elaborate some of the more important points that you've made.

For example, Mr. Mayor, I don’t think anybody up here, perhaps
except Tom and me, know—and you did, and you said it, but it is
so profound that I wish you would elaborate on it. You indicated—
and I remember when this happened, I think it was last year—that
you were prepared to operate at a lower level than I believe the
continuing resolution allowed, but you had to operate—no, I'm
sorry. You were prepared to operate at a lower level, but you had
to operate under continuing resolution and at that level. Would you
explain and lay that out on the record so that we can understand
how the local jurisdiction wanted to reduce its costs, but, by main-
taining its budget up here, the Congress forced it to operate at
higher level of cost?

Mayor WILLIAMS. Right. And I will ask the council Chair on that
to join with me. But essentially, as we all know, with a continuing
resolution you go to the previous year’s budget mark. Obviously, in
a difficult fiscal situation, you are trying to reduce that previous
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year’s mark. If you are held at that previous year’s mark all the
way through January, you are essentially operating at a higher
level than you should be, and that’s what happened here in 2003.
Knowing in 2003 that we had a problem, we reduced it from 2002
to lower marks in some levels, and then we adjusted it again, as
council Chair Cropp has said, what, in October. But here we were
in January still operating back at the 2002 level, which doesn’t
make any sense.

I might also add, as you know, Congresswoman Norton, you have
taken a lead along with Majority Leader DeLay and others in get-
ting us to improve—and Senator DeWine is another one—to im-
prove children and family services. This is another example that
Chairman Davis is talking about. Everybody is saying improve chil-
dren and family services, improve children and family services. In
the budget, we had a provision for hiring more social workers to
reduce the number of cases, you know, the social worker/client
caseload, and we were unable to do that because of the continuing
resolution.

Ms. NORTON. Mr. Mayor, that was going to be one of my ques-
tions. We had a hearing—I mean, the Chairman testified indeed on
a GAO report on this very issue. Yes, Mr. DeLay and I had a bill
so that Congress has continuing interest in this area. And your tes-
timony says that for 6 months, almost half a year, you couldn’t hire
the critical personnel. And of course, social workers are among the
most critical personnel. And so here we call you up and say, why
haven’t you done what you are supposed to do on foster care? And
the budget process is never mentioned. I'll bet it was never men-
tioned in that, during that hearing, because Congress is simply un-
aware of the consequences of its own actions.

By the way, your budget goes to the President of the United
States before it comes here, right?

Mayor WILLIAMS. Right.

Ms. NORTON. He never does anything with the budget, does he?
He just sends it up here. The President supports the budget auton-
omy that we are requesting; is that not correct?

Mayor WILLIAMS. That is correct.

Ms. NORTON. Well, here we have, one example of how the budget
might be handled here. It’s not as if the Congress couldn’t double
back on the budget, but it could simply pass the budget through
and double back in its own time if that’s what it wanted to do.

Dr. Gandhi, I could not have been more intrigued than by what
you said, what you indicated in your testimony about the possibil-
ity of changing the District’s budget year to the same budget year
that everybody else in the United States uses, July to June, captur-
ing, therefore, the great problems that our schools have. Here is
another agency that time and time again has been hit over the
head and shoulders, but of course it must operate on the school
year budget, and we are the only jurisdiction that operates on a dif-
ferent budget year from our school year.

First let me ask you, does your testimony imply that you think
this could be done even with the bill before us—sorry, with the bill
before us now, or that you think this is where we ought to move
toward?
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Mr. GANDHI. Well, I think what I would propose, if you have
budget autonomy, then I would recommend to the council and the
Mayor that we should have a budget cycle which is more attuned
to places where the local funds flow. One of them, of course, is the
schools, and 20 percent of our budget is education. And so what we
need to do is to make sure that we handle our cash-flows according
to that line. Further——

Ms. NORTON. Well, let me stop you, because, you know, that, of
course, would be an extraordinarily important change. Now, the
way in which this process would work under even our budget au-
tonomy bill is that the final approval would still come through Sep-
tember 30.

Mr. GANDHI. Well, we would have to work out those details. But
all I'm saying is, the financial realities are such that our cash-flows
are more attuned to local government than the Federal appropria-
tions process, like our real property inflow of cash, and income
taxes. All that basically has to be reconciled on a local basis. So we
viflill simply have to work out the details with the committee on
that.

Ms. NORTON. I would like to invite you to look at that issue.

Mr. GANDHI. Sure.

Ms. NORTON. And look closely at that issue on what we could do
either to this bill or to move us to that very important change. And
that, of course, has implications for your testimony with respect to
how long in advance you have to—how far in advance you have to
forecast budgets. Could I ask you how you're able to do that?

Mr. GANDHI. You only have help on that front, to some extent,
in our ability to “advance” money to the schools at 10 percent of
their appropriation for the next fiscal year. But that really messes
up our accounting to some extent, so we will have to sort those
things out.

Ms. NoORTON. Well, what I don’t understand—Ilet me ask you all
what you do about contractors. Let’s say you look at your contracts.
You understand that your payments go up every year with infla-
tion, so a contractor is due an increase, let’s say, for the next fiscal
year, but you are held here, let’s say, on a continuing resolution.
Are you able to meet your contractual obligations if, in fact, you are
held to last year’s contract in effect? And what does that do with
resp‘;ect to your legal and contractual obligations to these contrac-
tors?

Mr. GANDHI. If I may comment on that, Ms. Norton. We cannot
start any new programs. We can continue at the level of the last
year. But initiating new——

Ms. NORTON. See, I understand that with respect to city pro-
grams. And as the Mayor said, with many of the programs, foster
care is—some of the foster care programs are examples. I'm talking
about now somebody outside the government that you have con-
tracted for and he has a program, it is not a new program.

Ms. CropPp. I would suspect that if it’s part of the next year’s
budget, that approval rate would not go into effect until the budget
has been approved, and it may mean that later on we may have
to go back once the budget is approved and make adjustments. But
we may have said that we are going to fund this particular agency
at this level based on the approval of the budget, but until that
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budget is approved, we can’t make any changes in that funding
level.

Ms. NORTON. So here we are jeopardizing small businesses that
do business with the District as well.

Ms. CroppP. Very much so in the sense that, in some instances,
particularly in the human services area, over the past several years
we have reduced their contracts significantly. And there are areas,
when we finally do increase the contracts, they may need it very
desperately in the sense that they may be going from payroll to
payroll. And some businesses have said that if they could not get
the increases just to meet their costs, that it may make them go
under. So that is a twofold problem if that occurs. Not only are we
jeopardizing a business, but if, in fact, they go under, then it’s a
service that we may need that we will no longer have; and how do
we deal with the constituents who need that particular service?

Ms. NORTON. And the whole cost of then going out and getting
somebody else to do the service, contract and competing—I mean,
competing for contracts and so forth is just another cost that the
Congress would have put on you.

Mr. Mayor, I was very interested in what you had to say about
the use it or lose it notion. You know, you’d better hurry up and
use this money because you are coming to the end of the congres-
sional fiscal year. What would be the alternative to that? And what
would you desire as the alternative to the use it or lose it?

Mayor WiLLIAMS. Personally I think that we should keep our
strong cash reserve. I think it’s a sign of good fiscal standing, and
it has definitely helped us on Wall Street. I think we should keep
some restrictions on our accumulated balance so that keeps us on
a conservative track. But year to year, if there are funds that are
left over from year one, like every other State and local government
in the country, our government ought to be able to prudently use
those funds for business tax incentives. Maybe we can use them for
critical reserves. Maybe we can use them for schools and education.

Ms. NORTON. What kind of change would that require us to
make? Would this bill help that or solve that, or would we need
other changes to solve that?

Mayor WILLIAMS. I think this bill would do it.

Ms. CropPp. If not, we would ask that——

Mayor WiLLIAMS. That would do it.

Ms. CroPP. Yeah, that it would do it; that no other business can-
not carry over funds from 1 year to the next year.

Ms. NORTON. So tell me how you operate then. What do you do
if you are fortunate enough to have some funds at the end of the
year that you know you need somehow in the District of Columbia?

Mayor WILLIAMS. I can tell you as former CFO and now as kind
of chief program manager, if you will, if you are running an agency,
and you are down into now—and this happened when I was in the
Federal Government. If you’re down into, say, July, and you know
your agency still has funds that are going to lapse, you—unfortu-
nately, you just start spending them on things that are colorable
and plausible under your different allocations, and so you end up
with not the smartest spending. So, in other words, you spend 9
months managing well, and then the last 2 or 3 months trying to
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throw everything you can into spending so you don’t end up losing
something.

Ms. NORTON. So, here, the Congress is making you spend money
that you might otherwise reserve for more prudent uses by holding
it over to another period.

Mayor WiLLIAMS. That is correct.

Ms. Cropp. The other side of that, Congresswoman Norton, is
that, you know, at some point you can be cash rich and service
poor. The government has been extremely prudent in trying not to
increase taxes and trying to live within our means, but if money
keeps falling to the bottom line, at what point do we have too much
money? We have 7 percent of our money in cash reserve. I would
suspect that no other government in the country has that much
money in cash that is just sitting there. But in addition to the cash
reserve of 7 percent, it’s saying that any extra money you have, you
have to keep it in the bottom line in the fund balance, which is
growing at this alarming rate somewhat when we need to be able
to provide the service. It is just bad business sense, bad govern-
ment, and bad for our constituents in the District of Columbia
when they may have needs for something, and the money is sitting
here, and we say, well, we’d like to do it, but we can’t carry this
excess money from 1 year to the other.

Mr. GANDHI. And just to give some numbers to what Ms. Cropp
is saying here, we have as of now about $250 million in cash re-
serves. By 2007, we would have $420 million in cash reserves. So,
roughly 57 percent of our fund balance will be in cash, pure cash.
So the issue here is that to what extent

Ms. NORTON. This has to be an unintended consequence.

Ms. CropPP. I think it’s an unintended consequence of the District
being at one point an agency of the Federal Government, but not
treating the District, and I think it was just an unintended con-
sequence, and it is just bad business.

Mayor WiLLiAMS. Well, the goal of having a cash reserve and
strong budget reserves, as you know, Congresswoman Norton, that
was a real push by Senator Hutchison when she was a Chair, and
we actually all agreed that we needed to take a strong prudent po-
sition. But the unintended consequence now is that we have set
this trajectory, and we really haven’t checked it. And now so as Nat
and I go around saying we are a reserve-happy jurisdiction, we
have a lot of reserves; we've got these cash reserves, accumulated
fund balance, we've got a budget reserve of $50 million that we
carry on top of this—which we haven’t even—I will give you an ex-
ample. The recommendation to the council with the State bail-out
money that’s come from the tax bill, we are putting a lot of that
money into reserves to take a conservative course. But, you know,
while we may disagree on how conservative we may be, I think at
some point you've got to be able to put this money back into tax
incentives, put it back into critical services that your city needs
above a certain level.

Mr. GANDHI. And the conditions of using those reserves are so
onerous; that is, you have to put it back, replenish it the following
year.

Chairman Tom DAvis. Well, let me ask. We're just talking. Do
you know any other city that has that level of reserves? We always
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had a balance reserve in Fairfax that we budgeted, and we kept
our triple A bond rate, but it wasn’t to this extent.

Mr. GANDHI. And we have done some surveys of that. I do not
know of any city with that kind of reserves in cash. Only one State,
Mississippi, has a 7.5 percent requirement. But, again, the replen-
ishment conditions are never as onerous as we have it here. Basi-
cally what this means is that the cash is untouchable unless you
have a real emergency, like a FEMA-type energy.

Ms. NoOrRTON. Well, for example, Mississippi is it that you don’t
have to replace the whole thing?

Mr. GANDHI. Not immediately, as we have to do it.
hMg. NORTON. And you have been unable to get any relaxation on
that?

Mr. GaNDHI. Right. We have a very strict access requirement.

Ms. CroPP. One of the

Chairman ToMm DAvis. We don’t want you to emulate Mississippi.
That’s not a Federal mandate here. I just want to say that.

Ms. CropPp. The council did introduce a bill, and the Mayor and
the CFO, we’ve been talking about a bill, that on our replacement
requirement—it is not part of this year’s budget, but we are looking
at it—that we look at a replacement that would make much better
sense, that instead of having to replace it the next year—if there
is a financial crisis that loomed ahead quickly, more than likely
you’re—the scene, the environment is not going to change in a very
short period of time. So we are looking at a longer period where
we have to replace it; maybe not immediately the next year, but
perhaps in a couple of years, 2 or 3 or 4 years, that we should be
able to replace it.

Ms. NORTON. I would request that you look at—often there are
model laws. I mean, I'm not even sure. Still it continues to accumu-
late apparently ad infinitim. There must be a point at which one
is held, based on the budget itself, to have a good and sufficient
accumulated reserve. There must be examples of model laws that
we could pattern on, and I'd very much like to work with the city.
I think the chairman would work with me on that with the Appro-
priations Committee.

Ms. CroPP. Ms. Norton, there is one other issue I think that is
important. We all know that a good bond rating is extremely im-
portant, and to the extent that our bond rating goes up, our debt
service goes down, and we can take money that we would just be
paying for borrowing money to provide services to our citizens, this
budget process that we have is really an impediment for our bond
rating getting improved. Every time we go to Wall Street, the one
thing that they cite that is detrimental to the city’s getting a high-
er bond rating, would you believe, is our process of our budget com-
ing through Federal Government each year.

Mr. GANDHI. And again, to supplement Ms. Cropp’s point, over
the last 10 Federal budgets, only twice were they on time, enacted
1995 and 1997. Those were the years where we were on time.

The other fundamental point that we still want to keep in mind
here about our bond rating is that as long as the structural imbal-
ance is there, to the tune of $500 million to $1 billion, as GAO
pointed out recently, we will have that fundamental issue hanging
over us from the bond agencies.
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Ms. NORTON. We certainly don’t need to add to it through the
congressional appropriation process.

Would you explain, Dr. Gandhi, what’s happened to the District
bond rating? One of you indicated in your testimony that it had re-
cently gone into positive. We thought it was positive before that.
So would you explain what has happened to the District’s bond rat-
ing in recent years?

Mr. GanDHI. Right. As Ms. Cropp and the Mayor pointed out,
that during our control period we were basically junk bonds. Since
then we had two upgrades. Now we are triple B plus, investment
grade—investment grade rating from the bond agencies, bonds rat-
ing agencies.

Again, what we want to remember, this is a time when hundreds
of municipalities, States and counties are put on a negative out-
look, meaning possibly leading to a downgrade, and several have
been already downgraded. At that time the city, the District of Co-
lumbia, is put on a positive outlook, which may mean that next
time we go borrow, there be an upgrade to an “A” category. I think
it is a great tribute to our elected leaders that they are able to
manage the city’s finances in such a responsible fashion.

Ms. NORTON. You recommend kind of as a safeguard to move us
forward toward budget autonomy that you, Mr. Gandhi, Dr. Gan-
dhi, would recommend that we adopt existing Federal appropria-
tions law for local use. What do you mean by that, and how would
that be different from what you are already doing? How would that
add any safeguards?

Mr. GanDHI. I think we have already begun that process, Ms.
Norton. The council just passed and Mayor signed a local
antideficiency law, which supplements the Federal antideficiency
law and is far stricter. The Mayor has already issued an adminis-
trative order alerting all agency managers of their responsibility—
the senior manager as well as the middle-level manager, and the
chief financial officers of each of these agencies—that they would
be held personally liable in terms of their performance if the agen-
cy were to come up with deficits at the end of the year. So they
are monitoring on a quarterly basis, to make sure that this kind
of budgetary situation which results in deficits, does not occur. So
we have already begun that process of emulating the Federal ap-
propriation process.

Ms. NORTON. It was Ms. Cropp’s—is it Ms. Cropp’s testimony—
yes—that you outlined council rule 443(c), which sounds very strin-
gent to me, that there has to be a fiscal impact statement on every
bill that comes through the council, including what its effect will
be 5 years up the line. Is this council rule essentially taken from
what the control board did during the control period?

Ms. CroPP. No, it is not. I am pleased to say that this is the
council rule that the council placed on itself. When the council was
trying to get a handle of why we had so many problems in the Dis-
trict of Columbia, one of the things that came to mind was that leg-
islation would be passed that was unfunded. So in order to make
sure that the council would not be a part of future problems, as in
the past, we passed a law ourselves on ourselves that said that any
piece of legislation that would move forward must be funded and
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must have a fiscal impact statement, that we couldn’t just pass a
law without coming up with the dollars to finance it.

Ms. NORTON. Were you able to do that without substantial delay
to go through that process with each and every bill? Because it’s
very extensive. Identification of revenues currently and would be
available up the line, you are able to do that quickly?

Ms. Crorp. We do that with each and every bill, and if some-
thing comes forward that is questionable, if my budget director or
if the CFO says there are problems, I have ruled it out of order and
taken it off where we could not vote on it. The council has policed
itself very strictly on that.

I will say that there is one issue. It still holds true that we don’t
pass unfunded bills, but we will add, in some instances, subject to
the availability or the appropriation of funds, so that a piece of leg-
islation will not go into effect until the funding has been appro-
priated.

Ms. NORTON. So there are no unfunded mandates from the coun-
cil?

Ms. Cropp. Not at all. I will rule them out of order. Sometimes
I will allow a discussion and a debate on them. We have one, for
example, that is before us right now where I have enabled a de-
bate, but as we talked about it on the debate, I very clearly stated
that I will rule it out of order unless I saw the financing, and the
council has been very strict on policing itself on that.

Mr. GANDHI. If I may supplement, we just don’t look at 1 year.
It is a 5-year process, so——

Ms. NORTON. The next 4 fiscal years, it says.

Mr. GANDHI. Yes. So we have a long-term——

Ms. CropPP. And not only that, there is another very important
point to that we also look at, and the Mayor and the council have
been very strong on this issue. We have been looking at money as
to whether or not it is one-time money or whether or not it’s money
that will continue, and if it’s one-time money, we have been ex-
tremely strict in making sure that we do not build those costs into
the base. We would have to look for some type of program or prod-
uct or something that will also be one time.

Ms. NORTON. This really may have gone a long way from saving
you from being a victim of the roaring economy of the late 1990’s
the way some jurisdictions have been. If they've done this, it may
have stopped them from going ahead with programs that they en-
acted without sufficient thought.

I have only one more question. And while we are on legislative
budget autonomy, I'd like you to discuss the kind of autonomy that
I think would be even easier for the Congress to grant, and that
is legislative autonomy. I'd like to know what difficulties are posed
for the city that you do not have legislative autonomy, and what
it means not to have legislative autonomy.

Ms. CropPp. Well, a city sometimes needs to act extremely quickly
in order to resolve a problem. If—without legislative autonomy, our
bills have to come up here, they have to have layovers, and some-
times we just can’t get the appropriate action taken immediately.
It does not enable us to meet the needs of our citizens and our con-
stituents in a timely manner, and it’s extremely important that the
locally elected leadership with legislation that the Mayor may in-
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troduce and I then introduce it on his behalf, that we be able to
enact the laws that would be able to help us move this government
along.

Ms. NORTON. If T could just indicate, Mr. Chairman, you and I
have not, in fact, overturned D.C. law and even—Dbefore you be-
came chairman, there were only three or four D.C. laws over-
turned. So this looks like a law that’s obsolete on its face, and to
the extent that the District—Congress thinks it needs some fail-
safe, I would like to work with the chairman on legislative auton-
omy in the same way that he and I have worked on budget auton-
omy.

Mayor WILLIAMS. Just to add to that, Congresswoman Norton,
periodically the aide comes to my office with a packet of bills to
sign, and I just say to myself, have we just enacted the Great Soci-
ety or something, because you’ll have like 20 or 30 bills, 40 bills.
I'm saying, Lord have mercy, what is going on? Most of these bills
are basically we’ve got to pass an emergency, and we’ve got to pass
a temporary, and then we've got to pass a permanent. We just go
through this cycle over and over and over, an enormous amount of
paperwork, in order to meet this requirement.

Ms. CroppP. You would
hMayor WiLLiaAMS. From alley closings all the way up to big
things.

Ms. CropPP. You would probably be surprised to just look at the
legislative agenda of the council and sometimes see the enormous
number of bills that have congressional review, and it’s just that
we’ve passed it once, we have to come back and pass it again, be-
cause the time period or whatever reason we did not have the ap-
propriate congressional review, come back again, the same bill. We
pass it two or three times. It’s also difficult for—sometimes people
see some of the bills just keep coming, coming, coming, but it’s con-
gressional review.

Ms. NORTON. Mr. Chairman, one of the ways to deal with this,
in this bill we do not have—in the bill you and I are considering,
the District’s budget would go into effect in 30 days. It does not say
30 legislative days. It is the 30-day legislative day problem, I think,
that is at the center of this issue.

Chairman Tom DAvis. My counsel would be let’s get this bill
done; then we’ll talk about the next one. I don’t want to take my
eye off this. You want to move the ball down the field here, but I
want to get a win here. But I think your points are well taken.

Ms. NORTON. Thank you, Mr. Chairman.

Chairman ToMm DAvis. Thank you very much.

Judge Carter.

Mr. CARTER. Thank you, Mr. Chairman.

This is a new world to me, so I'm looking at this from the eyes
that I bring from Texas. You've heard about those eyes before. And
at first glance I think I need to start by commending you. I know
what it takes to get a bond rating up. It means that somebody has
been doing some good management. So you ought to be commended
for that because I used to be in the practice back when I was prac-
ticing law now almost 30 years ago of working with a lot of bond
counsel, and we worked hard to bring the bond ratings up on
projects that we were working on. I know how difficult that is and
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what that entails. So I want to first congratulate you on being able
to do that. I think that’s great.

And, Mayor, I want to tell you that if you figure out a way to
get government to get away from the use it or lose it mentality, I
hope that you will lecture governments around the United States
so that—because since the first day I got in government right out
of law school, almost 40 years ago now, I was shocked by the lose
it if you don’t use it mentality that we passed down to our depart-
ments, and our departments say you've got to spend it or you're
going to lose it. It looks like to me sometime somebody ought to fig-
ure out how to save it.

So if you can get this worked out, God bless you. I hope you do,
and teach us how to do it, because every government I've ever been
involved with has had a problem with that, and I commend you for
at least setting that as a target to not only get out of that situation
as you deal with us, but hopefully as you deal with those under
you, you will also be able to figure out a way to get out of that situ-
ation, because I've found that appalling since I was a young dumb
lawyer straight out of law school.

And finally, anybody that can get themselves out of deficit spend-
ing is to be congratulated by the folks up here; so I want to con-
gratulate you on that. From what I've been able to hear today, it
sounds like to me this is a bill that needs to be done, and it needs
to be done right away. It’s interesting—and as I told the chairman,
I'm not going to say a whole lot because I'm in the learning process
here, and I've learned a lot today. It’s interesting how your rela-
tionship with the Federal Government is peculiar to you and you
alone, and you have to work your way through it. I think your
management is well in good hands, and I think you’ve done a good
job. My only comment is to commend you.

I will support this bill, and I think it’s long overdue. We need to
get this going. I would hope, and I think you’ve got it in place, that
this type of management will be continued and will be encouraged
to continue, and you establish it, and it’s so well entrenched that
it will continue on as the political process and the waves of political
process change in the District so that we lock it in and continue
the good management process.

So those are the only comments I'd like to make as it looks like
to me you're doing a good job, and somebody needs to say thank
you; so I'm doing it. Thanks.

Mayor WILLIAMS. Thank you, Congressman.

Chairman Tom DAviS. Let me just thank all the Members.

Mr. Van Hollen just walked in. Do you have any questions, any
comments you'd like to make?

Mr. VAN HOLLEN. Yes. Thank you, Mr. Chairman.

First I want to welcome an old friend, the Mayor of Washington,
DC; and the chairman of the city council Ms. Cropp; and Dr. Gan-
dhi. Congratulations to all of you on your work over the years, real-
ly, to put the District of Columbia on sound financial footing. I
think you all deserve a tremendous amount of credit, and I want
to thank Ms. Norton for her leadership over so many years on this.
And I'm really here just to say to Ms. Norton and Mr. Davis that
as the other Representative—as the Representative representing
the other neighboring area in the State of Maryland, neighbor of
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the District of Columbia, I wholeheartedly support this legislation
and look forward to working with you to see it through. So thank
you for your initiative.

Chairman ToMm DAvis. Thank you very much.

Let me just add one other item. We're going to probably need to
use—how do you envision the CFO being structured and statured
as we go forward with this bill? Because as we move out of—the
CFO, in noncontrol board years we need to look at reauthorizing
that, and I just want to know how you envision this. Any thoughts?

Ms. CroPP. Yes. Mr. Chairman, actually we have a bill that I be-
lieve is before you. It’s up here in Congress, and our intent is for
us to have an independent CFO. And we did the bill I believe it
was a couple of years ago, so we are ready to move on having a
strong CFO, having an independent CFO is what we want, and we
would ask that as you pass this piece of legislation, that you also
pass the independent CFO piece of legislation that the council
passed and that the Mayor signed and is up here waiting.

Mayor WiLLIAMS. I would agree. I ultimately think that offices
like the CFO ought to be independent in the charter. They're that
important to the city and provisions in local law, honored year by
year, as Congressman Carter was saying, beyond us, conservative
estimate of expenditures and revenues as well, it’s absolutely im-
portant.

Ms. NORTON. Mr. Chairman, we've also been talking with the
Senate about this. To the city’s credit they have enacted a stronger
CFO law than the Congress enacted in the control board statute,
a term, for example, for the CFO which we did not have before, and
we are only waiting for the appropriate vehicle. We had thought
this bill might be a good vehicle.

Chairman ToMm DAvis. We'll discuss that.

Thank you all for testifying.

I've just got one other thing to say. Today is a very, very impor-
tant day, of course, because it’s Ms. Norton’s birthday, and I just
wanted to, on behalf of all of us here, wish you a happy birthday,
Ms. Norton.

And we thank our witnesses, and the hearing is closed.

[Whereupon, at 11:24 a.m., the committee was adjourned.]

[Additional information submitted for the hearing record follows:]
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Chairman Davis, Congressman Waxman, Congresswoman Norton, other
distinguished members of this commitiee, I am Paul Strauss, United States Senator for
the District of Columbia. Iam a strong advocate for Budget Autonomy for the District of
Columbia and am excited that you are having this important hearing today.

The legislative concept of removing the District of Columbia's local budget from
the Federal appropriations process promotes a new level of budget autonomy for the
District of Columbia that is both rightful and deserved; I strongly support the prompt
passage of a bill that would call for such a change. District citizens have long deserved
the right to have their budget not only drafted and approved by their local elected
officials but also enacted without external interference. The District's elected officials
know best the specific needs of the District, and have been chosen by District of
Columbia citizens, the people who are most greatly affected by decisions made regarding
the allocation of government money. Removing the local budget bill from the Federal
appropriations process would also eliminate common delays. The local budget proposed
by the District of Columbia Council languishes in continuing resolutions. This would be a
significant step toward an ideal budgetary process for the District of Columbia.
Furthermore, the District's elected officials have proven that, when left to their own
devices, they are able to create a balanced, responsible budget, as they have done for the
past six years. Doing that is challenge enough. Given the large structural imbalance that
the District of Columbia has with the Federal government as proven by the recent
General Accounting Office report, is astounding. A change such as the one proposed

would be an efficient and reasonable move for the District of Columbia.
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Before I continue to discuss the legislative concept at hand, I would like to
express my hope with the emergence of a bill that would remove the locally raised budget
from Congressional Oversight entirely. Even if a bill passes that takes the District of
Columbia Budget out of the specific Federal appropriations process, we will not have
complete budget autonomy until the District of Columbia is allowed to pass its own local
budget without Congressional Oversight. It is comical to think that the Governor of
Virginia would be told that before his state's budget can be passed it has to be sent to
Congress for final approval; therefore, to apply the same concept to the District of
Columbia’s Budget should be as comical. Iam pleased the issue of Budget Autonomy is
being addressed, as it will have a profound effect on District citizens as well as the health
of the District itself. I welcome any future changes that would keep the budgetary
process completely in the hands of District leaders and ultimately District citizens. While
the argument for a more democratic District of Columbia is often based in the theoretical,
I would like to offer pragmatic reasons for increased self-determination as well.

The efficiency of the District of Columbia in providing services to its citizens and
prompting health and growth of the District as a whole would be greatly increased if the
District were extended budgetary autonomy. Citizens of the District of Columbia would
be able to promote their own priorities more directly via their elected officials as their
elected officials would have the final say on how District of Columbia's money is spent.
There are two ways in which budget autonomy would make District of Columbia's
budget process more efficient that I would like to outline. One way is an end to the
budget being held up in continuing resolutions and second, more accurate forecasts of the

economic situation in how the money will be spent.
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In this fiscal year, the District cf Columbia's Appropriations Bill was not passed
until more than a quarter had already gone by. Attached to the Appropriations Bill, the
local budget was forced to run on continuing resolutions. Congress finally passed a
resolution that specifically stated District of Columbia's local budget was no longer
attached and D.C. can begin spending its Fiscal Year 2003 local budget. Until the local
budget was unattached, District of Columbia had to continue spending at the same rate
the Fiscal Year 2002 Bill had authorized. This made it impossible for District of
Columbia to implement new programs and scrap old ones while causing many of the
same problems associated with continuing resolutions.

District of Columbia’s local budget has to be prepared earlier than the budget of
other states and municipalities because of the extra steps taken due to congressional
oversight. When the District of Columbia is formulating its budget it must forecast
farther into the future. This makes the economic predictions used to base the budget more
difficult to envision. Moreover, the changes being discussed today appear an obvious and
long-awaited step toward a more just government.

I thank -the Chair and Members of the Committee for holding this hearing and
fully supporting budget autonomy for the District of Columbia. I would like to take this
opportunity io acknowledge a member of my legislative staff, Deborah Rosenberg, for

her help in preparing my testimony today..
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